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GIRL: Shucks, there’s no magic about that. Anyone can use one sheet of this 
carbon paper up to 60 times! 


MAGICIAN: But don’t the copies get blurred, and hard to read? 


GIRL: Not at all! You sce, ’m using Roytype’s Park Avenue carbon paper, made 


by the Royal Typewriter Company. And one sheet of Park Avenue can be 


used up to GO times, cleanly and clearly! This test copy proves it... 











Laboratory test No. 36351-NY, issued March 19, 1943 


MAGICIAN: J still think: it’s magic! This looks almost like it was made from a fresh sheet 
of carbon paper! How do they do it? 


GIRL: The Royal salesman told me it’s because Park Avenue is “deep-inked” by 
a special process that soaks the ink right down into the paper. And then, 
Park Avenue has an extension edge that lets you reverse the sheet, top to 
bottom, so all areas of the paper can be used. 


MAGICIAN: J see. No trick at all... just common sense! No wonder you can get so many 
more copies from each sheet of Park Avenue! 





/ magician, too!" 
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Complete line of carbon papers 


PPAUERE ARE MANY different carbon 

| papers in the Roytype* line, made by 
the Royal Typewriter Company. One of 
these ... it may be Park Avenue, or it 
may be another... will exactly fit your 
needs, depending on the particular type 
of work done in your office. Your local 
Royal Typewriter Representative will 
gladly show you the whole price range of 
Roytype carbon papers and help you 
choose the weight, finish, and quality 
best suited to vour requirements. 





i 
ROYTYPE 


Carbon Papers and Ribbons 
made by the 


ROYAL 


TYPEWRITER COMPANY 








Nines 


*Trade-Mark Registered U. S. Pat. Off., 
Copyright 1943, Royal Typewriter Compuny, Ine. 
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Editorial Comment 


Retrospect, and Prospect 

INETEEN forty-three goes into the record as con- 
N trollership’s most difficult and at the same time 
most productive year. It opened on the heels of enact- 
ment of federal laws of far reaching importance, and in 
the midst of efforts to interpret federal rulings and reg- 
ulations promulgated by various agencies late in the 
fall of 1942. 

It witnessed the putting into effect of restrictive and 
regulatory measures which had a heavy impact on 
business procedures, and of new forms of calculating 
and collecting taxes. 

It struggled through the intricacies of the effort to 
put individual taxpayers on a pay-as-you-go basis, and 
of computing and withholding vast sums from work- 
ers’ pay, under a plan which made employers collecting 
agencies of the government. 

It ploughed through the change on July 1 from a 
quarterly payment plan to a pay-as-you-go plan of 
withholding not only the Victory taxes, imposed at the 
beginning of the year, but income taxes which in some 
cases put taxpayers on a 100 per cent. current basis, and 
others on a 75 per cent. current basis. 

It struggled through the difficulties and uncertainties 
of the rules limiting and in many instances preventing 
wage and salary increases—problems which even at the 
close of the year were far from solved. 

It witnessed the cancellation or modification of thou- 
sands of war contracts involving huge sums of money 
—cancellations and adjustments made under rules 
which were hastily prepared and in many respects in- 
adequate, and imposed in varying forms by different 
branches of the government. 

It beheld a continuation of a program of renegotia- 
tion of government contracts, the carrying out of which 
left much to be desired, in the eyes of business and 
brought forth vigorous protests from many quarters. 

It brought to a head the problem of disposing of 
surplus goods and industrial plants and equipment. 

It brought into sharper focus than ever the need of 
planning for prompt reconversion of industry and 
business from a war to a peace time basis and brought 
on what has been termed a race for at least partial 
conversion, when the fighting ceases in Europe—an 
event which gradually receded into a future more dis- 
tant then was predicted when 1943 opened. 


It witnessed an accentuation of man power shortages, 
of personnel problems, and of labor difficulties, and at 
the same time a noteworthy increase in the production 
of war implements and supplies. 

Verily, it was a tumultuous and trying period. As 
the fact finders and fact users of business, controllers 
found themselves in the midst of a set of problems un- 
precedented in their scope, complexity, and importance. 
As the coordinators, the go-betweens, in the govern- 
ment-business relationship, controllers again rendered 
a most useful service to both. As interpreters of the 
federal enactments and regulations, they made it pos- 
sible for business to carry on and find its way through 
a maze of conflicting rules. 

Through it all ran the recognition of the basic need 
of first winning the war by making it possible to con- 
tinue and to increase production on an amazing scale; 
and second to plan for the future. A noteworthy de- 
velopment in the last named phase of the problem was 
the creation of committees or departments in hundreds 
of business concerns for the sole purpose of studying 
postwar problems. In a great majority of instances 
controllers were made a part of these departments or 
members of the committees. In a great many instances 
controllers were made chairmen of the committees. 

Through all these troubled twelve months control- 
lers, through their national organization, The Con- 
trollers Institute of America, made available to Con- 
gress and to governmental agencies and departments 
the benefit of their technical advice, in the drafting of 
the accounting and administrative features of proposed 
legislation and of regulations. Their efforts helped to 
make these regulatory enactments practical and work- 
able, a service of incalculable value to business and 
government alike. 

It is a record of which every man who is pursuing 
the calling of controllership may justly feel proud. 


The Year Ahead 

\ K 7HILE it is difficult to foresee all of the problems 
which will arise in the year ahead, or even in fact 

to envision clearly the pattern of forthcoming develop- 

ments, it is possible to put one’s finger on some items 

which, because they already are being formulated and 
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have had and are being given close study, stand out 
clearly as matters with which controllers must come to 
grips in the months just ahead. 

Congress, and the War and Navy Departments and 
the Maritime Commission, to say nothing of the Comp- 
troller-General of the United States and the General 
Accounting Office, are wrestling with the problem of 
devising a formula for handling the termination of war 
contracts on a basis which will be fair to both war con- 
tractors and to the government, and for the making of 
prompt settlements of a large proportion of claims, 
for the purpose of making funds available to industry 
for quick conversion to peace time pursuits. 

It is likely that legislation will be forthcoming, pos- 
sibly early in the year, which will help to straighten out 
this tangle. This thought is based on the fact that 
Mr. Bernard M. Baruch and his associates are studying 
not only this problem but the whole picture of govern- 
mental postwar economic policies, including the future 
of the vast governmental holdings of industrial plants 
and equipment. 

The war contract termination and settlement prob- 
lems revolve principally around accounting concepts. 
They constitute the core of the situation. Mr. Baruch 
and his associates are reported to be writing account- 
ing regulations to be followed in arriving at fair term- 
ination figures. To do that they must reach decisions 
of a practical nature as to what are fair charges against 
government contracts. Accounting is a tool which 
may be used in a way which will lead to totals that are 
really fair. Accounting is a tool, too, which if applied 
incorrectly, and not necessarily intentionally, will lead 
to unfortunate results. Use of this most important 
tool by those who are not thoroughly acquainted with 
it, also may lead to results which, to say the least, may 
be utterly at variance with equity. 

Mr. Baruch, it is pleasing to note, is consulting ex- 
perts and authorities in the writing of the regulations. 
While they are in draft form he would do well to sub- 
mit them to men who can point out to him the prob- 
able effects of the application of the proposed regula- 
tions; in short, to the men in industry who will be 
charged with the responsibility of complying with 
them—the controllers. This has been done in scores 
of instances by governmental agencies in the past dec- 
ade, beginning with the enactment of the Securities 
Act in 1933. The Treasury Department, the Securities 
and Exchange Commission, and many departments and 
bureaus have found it very much to their advantage to 
follow that course.- It would have been difficult in- 
deed, for instance, to administer the Fair Labor Stand- 
ards Act, or the many Acts under the jurisdiction of 
the Securities and Exchange Commission, or the pro- 
visions of the Revenue Acts covering withholding of 
wages for payment of income taxes, to cite just a few, 
if the practical suggestions of controllers had not been 
sought and applied. Public accountants not actively en- 
gaged in handling these problems on a day-to-day 


front-line basis as they arise within a business, often 
do not approach them with the background of expe- 
rience which is possessed by controllers and the men 
working under their direction in industry. 


Reconversion, Renegotiation, Postwar Problems, Taxes 


MPORTANT developments in all of these fields may 

be anticipated in 1944. They will be taken in stride 

by business. Nineteen forty-four will be a critical pe- 

riod for industry and for the American economy, and 
consequently for controllers. 

If the controller was useful and helpful in the pre- 
war years, when industry was taking on its war job; if 
he has been in the front line of the battle for produc- 
tion, as many commentators have indicated, by making 
it possible for government to impose controls and 
make them work, then it seems to be a sound conclu- 
sion that he will play an even more important part in 
the period of turn-over from war to peace operations. 
That turn-over will at least get under way in 1944, and 
may be in full swing before its close. The job of con- 
serving the assets of business in that critical period is 
the controller’s responsibility. He will not muff it, 
and management will lean more heavily than ever on 
his figure-facts, conclusions, and recommendations. 


Controllers Working Themselves to Death 


LL that is what is happening. The passing 
of three members of The Controllers Institute of 
America within a month conveys a warning which 
should not be ignored by management. These three 
men all died in their prime, in the neighborhood of 
fifty years of age. They were overworked, and their 
resistance lowered by long hours, lack of exercise, 
heavy cares and responsibilities, and a constant pres- 
sure to keep up with the requirements of their jobs. 
Reports, reports, reports. Long hours spent in digging 
out and assembling facts, often for governmental 
agencies. Lack of competent help, because of the loss 
of trained workers to the fighting forces. 

These men are just as truly war heroes as though 
they had died in uniform, with guns in their hands, or 
in flaming tanks or on sinking ships. They deserve 
posthumous medals, awards, and recognition. 

The loyalty of these men to their companies con- 
stituted loyalty to the government. Their courage in 
carrying on is to be admired and praised. Their pas- 
sing only emphasizes anew the load which controllers 
are carrying. George Atwater meant a great deal to the 
Continental Can Company; G. Russell Palmer was a 
wheel-horse for the Standard Register Company; Har- 
old H. Gifford carried a heavy load for the Horn & 
Hardart Baking Company. We salute these heroes of 
controllership. May managements take warning. Give 
these men competent help, at any cost. Stop this toll of 
heart attacks attributable to overwork. AR. F. 








Salary Stabilization Under the 
Treasury Department 


Since we must first know whether a 
proposed increase is subject to the Treas- 
ury’s jurisdiction, the problems involved 
therein provide a practical starting point 
for considering the practical aspects of 
salary stabilization under the Treasury 
Department. 


A. JURISDICTION 


An employer with eight or less em- 
ployees in a single business is specifically 
exempted from the stabilization laws. 
Sec. 1002.31 of T.D. 5295, 9/4/43 
(W.L.B.—G.O. No. 4). The owner of a 
retail toy business may have no more than 
three employees in any one of his stores 
and yet he may have 10 stores. He has 
more than eight employees tn a “‘single 
business.”” Another individual may have a 
store in which he sells toys and employs 
eight persons, a store in which he buys 
diamonds and employs eight persons, a 
newspaper with eight employees and a 
hat factory employing eight persons—yet 
he is exempt from stabilization in all of 
his establishments. 

Once the employer has nine employees, 
all increases or decreases are subject to 
the stabilization laws and he must imme- 
diately determine which of his employees 
are subject to the jurisdiction of the Com- 
missioner; that is, the Salary Stabiliza- 
tion Unit. The Treasury counts the em- 
ployees when the adjustment is to take 
effect (W.L.B. counts them when the ad- 
justment is agreed upon). The Treasury 
has not ruled on how the number of em- 
ployees is arrived at, e.g., where you start 
with seven, increase all of them, fire three 
and hire three- new employees, all of 
whom you wish to increase. There would 
be no question that the employer still has 
and always has had less than eight em- 
ployees except for the W.L.B. rules. In 
my opinion, he is still clearly within the 
Treasury exemption. In my opinion he 
also comes within the Treasury exemp- 
tion at any time that he reduces the num- 
ber of employees from more than eight 
to eight or less, provided it is done for 
bona fide business reasons. 


A (1) Who are employees?—Those 
persons who perform services for another 
individual and who by the employment 
contract and custom are subject to con- 
trol as to 


(1) Results; and 


By John G. Powers 


(2) the details and means of reaching 
the results, 
are employees. 

Should you be faced with the problem 
of determining whether an individual is 
or is not an employee consult Section 
1002.2 .0f TD. 5295. 

Directors “‘as such” are not employees 
unless they perform other services. Pay- 
ments to an individual as a director are 
not subject to stabilization. 

Wherever directors are also employees, 
the directors’ fees paid to them are sub- 
ject to examination for determination as 
to whether such fees are an _ indirect 
method of compensation for their services 
as employees. It is essential, therefore, 
that directors’ fees paid to such persons 
are not increased above a_ reasonable 
amount. This can be determined by past 
practice or the fees paid directors of com- 
parable corporations in the area. Disre- 
gard of this rule may cause your revenue 
agent to contend that an increase in em- 
ployee-director’s fees is a subterfuge for a 
salary increase. 


B. THE SSU’S JURISDICTION EX- 
TENDS OVER FOUR CATEGORIES 
OF EMPLOYEES 


B (1) Employees earning salaries in 
excess of $5,000 per year (exclusive of 
bonuses and additional compensation). 

Increases and decreases in such salaries 
are under SSU jurisdiction regardless of 
the capacity in which the individual is 
employed. “Earning” being in present 
tense excludes employees not otherwise 
under SSU whose salary might be $4900 
and whose proposed increase would make 
his salary $5200—W.L.B. has jurisdic- 
tion here. 


B (2) Professional employees who in 
relations with employer are not repre- 
sented by duly recognized or certified la- 
bor organizations and are not within the 
meaning of agricultural labor. 

Section 1002.5 of T.D. 5295 should be 
consulted to determine whether an em- 
ployee is a professional. In general the 
work must be predominantly mental and 
varied, involve discretion and must not 
be standardized. 

It requires advanced learning usually 
from specialized study. The. professional 
employee must not spend over 20 per 
cent. of his time on non-professional 
work unless it is a necessary incident to 
the professional work. For example, an 
advertising man might type copy all day 
long. Compensation must be $200 pet 
month except for a licensed lawyer or 
doctor. (Law degree) 

B (3) Executive employees who in 
relations with employer are not repre- 
sented by duly recognized or certified la- 
bor organizations and are not within the 
meaning of agricultural labor. 

Section 1002.3 of T.D. 5295 defines 
“Executives.” An executive is one whose 
duties involve: 


1) The management of a business or a 
recognized subdivision thereof; and 

2) Direction of the work of others; 
and 

3) The authority to hire and fire or 
make authoritative recommendations with 
respect thereto; and 

4) The exercise of discretionary pow- 
ers. 

5) And whose compensation is not 
less than $30. per week. 

6) And who does not spend more 
than 20 per cent. of his time on non- 








THE “HOW” OF STABILIZATION 


One of the most widely discussed subjects in controllership circles 
today is wage and salary stabilization. In this paper, presented by Mr. 
Powers, of the New York law firm of Chadbourne, Hunt, Jaeckel & 
Brown, before the December 15 meeting of the New York City Con- 
trol of the Controllers Institute of America, there is presented a highly 
pertinent series of observations as to the Treasury Department's 

| handling of its portion of the stabilization program, namely, salary 
stabilization. Mr. Powers is well qualified to discuss this subject, hav- 
ing spent virtually all of his time on problems of salary stabilization 
since the inception of the program. 


| 


—THE EDITOR | 
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exempt work unless he is in sole charge 
of a business or subdivision thereof. 


B (4) Administrative Employees who 
in relations with employer are not re pre- 
sented by duly recognized or certified la- 
bor organizations and are not within the 
meaning of agricultural labor. 

Section 1002.4 defines an administra- 
tive employee as one who: 


1) Receives at least $200. a month 
and 

2) Assists an executive or administra- 
tive employee in a non-manual job re- 
quiring judgment; or 

3) Is subject to only general supervi- 
sion in his work and does work related 
to policy or business operations along 
specialized or technical lines requiring 
special knowledge and training; or 

4) Executes non-manual assignments 
relating to management policies or busi- 
ness operations; or 

5) Transports goods or passengers for 
hire and does responsible outside work. 


Certain minor exceptions, such as that 
for agricultural workers will not be taken 
up here. 


C. IMPORTANCE OF DETERMINING 
JURISDICTION 


Normally the employer is concerned 
only with how he can give a raise imme- 
diately. He has more vital work to do in 
getting out his product in the face of 
priorities, price orders, shortages, rene- 
gotiation and taxes on top of all of his 
normal peace time duties and cannot stop 
to plan his future salary increases—‘the 
law will probably be repealed tomorrow 
anyway.” 

But taking up salary increases one by 
one—as old Joe suggests he has had an 
offer from the plant across the way, or 
as Charlie gets drafted and you cannot get 
a man to fill his shoes—leads inevitably 
to grief. Plan your whole schedule now. 
The first thing to consider in regard to 
each indivdual is the jurisdictional ques- 
tion. For example: 

Assume that “A” is drafted and you 
want to pay him a “severance bonus” 
without prior approval, although it is a 
new practice. Can you do it without ap- 
proval? Yes, if the employee is under 
W.L.B.—No, if under the Treasury. 

Assume you want to set up a new job 
—what salary can you pay without ap- 
proval? It depends on the jurisdiction, so 
the first problem is to analyze the duties 
and proposed pay. 

The importance of jurisdiction will be 
brought out further as we move on to the 
various rules governing salary increases. 


RAISING REGULAR COMPENSATION 
RATES 


I use the term “regular compensation” 
to mean salary exclusive of bonuses and 
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other additional compensation, such as 
life insurance protection, profit-sharing 
benefits, commissions and so on. It may 
also be termed “‘basic salary.” 

A. Increases not requiring approval: 

Section 1002.14 sets forth the rules of 
the game. 
First a “salary plan” or “‘salary rate 
schedule’” is required. Whatever these 
terms may mean—and each employer has 
a different definition—there are five neces- 
sary elements for a merit increase and 
four for a promotion or reclassification. 

A (1) Merit Increases require: (i) a 
job description or classification in effect 
on October 3, 1942. The terms ‘‘account- 
ant” or “editor” or “controller” are not 
of themselves job descriptions but they 
are almost always the key to such a de- 
scription. Employment records may give 
a description of the work done by an ac- 
countant. Inter-office memoranda, recom- 
mendations for increases and almost any 
other written records may be availed of 
by the employer to establish his job de- 
scriptions. 

(ii) a rate range in effect on October 3, 
1942—Note that under Section 1002.14 
this date also applies to increases to em- 
ployees within Treasury jurisdiction who 
receive less than $5,000 per annum even 
though their salaries were not frozen un- 
til October 27, 1942. 

A range includes a minimum and a 
maximum rate of pay within which all 
salaries in a particular job classification 
fall. The range is not necessarily limited 
to the minimum and maximum paid on 
October 3, 1942. For example, assume 
you customarily paid anywhere from $80 
to $100 a week to department heads dur- 
ing 1941. Your only $100 employee went 
into the army in December, 1941, thus 
leaving the top salary $90. You still have 
a $100 maximum in effect (although not 
being paid) on October 3, 1942, unless 
conditions changed in the interim. 

(iii) An increase time table of fre- 
guency table—This would, in its ideal 
form, be a table or statement of the time 
which lapsed between merit increases 
prior to October 3, 1942. In practice, an 
analysis of your records will give an 
average time lapse between increases for 
a given job classification. A true merit 
system cannot tie an employee down to an 
increase only once a year, but among 20 
accountants you may find the average in 
the past was two increases per year. Thus, 
one man might get three increases in a 
year and another five. It is advisable, 
however, to stay within the maximum 
number given in recent years. 

(iv) A dollar increase yardstick—Here 
again some men in a given job classifica- 
tion may have received a $2 per week in- 
crease and others as high as $20 per week 
—look at your recent years’ average and 
do not exceed it. 

(v) A true basis in merit—Look at 
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your records in the past. Do you find 
memoranda recommending increases? 
What is the reason given? Even if you 
have no refords as to the reason for past 
increases keep an accurate record now. 
Don’t put through an increase marked 
““reason—merit” or ‘‘good work.” That is 
the easy way out zow but remember three 
years from now you won’t remember the 
nature of the “good work’’ Joe did. 

Unlike the W.L.B., the Treasury re- 
quires no schedules reduced to writing. 
The Treasury is eminently reasonable in 
saying “follow your past practice and do 
not exceed it.” But the manpower pres- 
sure always sets the pace for increases and 
in present high profit years, employers 
are willing to O.K. raises especially with 
10 cents excess profits tax dollars (sub- 
ject to post-war refund). 

Unless you write out your plan you 
will have difficulty—you won't \ stay 
within the bounds of past practice and 
you will invite trouble. 

SUGGESTION: Draw up a complete 
schedule for each job immediately if you 
have not already done so. Consult only 
records prior to October 3, 1942—don’t 
try to build practice out of what you have 
done between October 3, 1942 and De- 
cember 15, 1943. Set forth the name of 
the job, the rate range, the description of 
duties, the average time lapse between in- 
creases, the average yearly dollar increase 
and the reasons for which increases are 
given. 

SUGGESTION: Follow the “average” 
limitations as though they were the maxi- 
mum increases you were allowed to make 
and make exceptions only in well docu- 
mented cases where you are sure you have 
a precedent. Then determine where you 
can keep another employe below the av- 
erage to maintain your average. 

A (2) Promotions and Reclassifica- 
tions. A promotion is a graduation from 
a job of less responsibility, importance or 
skill to one of more responsibility, im- 
portance or skill, such as a promotion 
from assistant manager to manager. A 
reclassification is probably always in- 
volved in a promotion but there may be 
reclassifications which do not involve 
promotions such as a shift from account- 
ant to engineer. An individual who is 
promoted may receive an increase pro- 
vided: 

(i) his duties are actually changed to 
those of the new positon; 

(ii) both jobs have a description; 

(iii) the new job commanded a higher 
rate of pay prior to October 3, 1942; 

(iv) a range is not necessary here. 


Thus if job “A” pays a single rate of $60 
and job ‘B” a single rate of $70, the 
promoted employee can receive the rate 
for the new job immediately, provided 
that was your past practice. If a range is 
involved in the new job, past practice on 
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the “grading” of the employee must be 
consulted. If in a promotion prior to Oc- 
tober 3, 1942 the employee always re- 
ceived the minimum rate for the new job 
you are stuck with that limitation. If, on 
the other hand, you paid him either the 
minimum or half-way between minimum 
and maximum or even the maximum, de- 
pending on his relative ability, you may 
follow your past practice and ‘‘grade”’ the 
employee in the new job in accordance 
with his ability. 

I speak of the word “grading” to mean 
the placement of an employee within the 
range for the job. Thus, if job ‘“X” has 
an established range of $90 per week 
minimum to $120 per week maximum, 
you will “grade” the employee at $90 or 
$105 or $115 or at some other figure 
within the range. 

A (3) Records. At this point it is ad- 
visable to digress to the question of rec- 
ords. The problem is equally applicable 
to the matters which we will take up in a 
few minutes but it is a vital part of the 
material which we have just considered. 

As I have suggested, it is advisable to 
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ing documents. It is my opinion that a 
separate set of stabilization records will 
materially reduce your task of satisfying 
the Internal Revenue Agent, particularly 
in view of the fact that the audit of in- 
creases subject to SSU will probably oc- 
cur two to three years from now when 
you or your subordinates may have for- 
gotten the facts which you have clearly 
in mind today. The agent will un- 
doubtedly ‘‘spot check” the basic records 
from which you have prepared your sta- 
bilization records and if satisfactory will 
accept your stabilization file as correct. 
Now the Treasury has not set forth 
specific regulations in regard to record 
keeping but it does require you to “‘estab- 
lish facts to the satisfaction of the Com- 
missioner.” While your job descriptions, 
rates, ranges and plans may be ascertain- 
able from existing records, your treat- 
ment of particular employees’ increases 
are not. Accordingly, you must keep cards 
which indicate promotions and merit in- 
creases. A basic form which may be al- 
tered to fit your own situation is as follows: 





INCREASE CARD 






































Name of Employee Date of Employment Job Classification Date 
Salary Adjustments: 
per per 
Date Present Salary Effective Classification 
Salary after Increase 
1 ee — per ipo 
Date Present Salary Effective Classification 
Salary after Increase 
Attach schedule A for each increase 
SSU Record 
Schedule A SSU Record 
Date 
Employee 


REASON FOR INCREASE: John Doe presently receive $100 per week as sales manager. He 
has increased sales 10% in the last 6 months through his campaign of circularizing all retailers. 
He has also worked hard training Richard Roe to sell in the Chicago area as a result of which 
Roe’s sales have exceeded those of his predecessor for a comparable period during 1942. His 
salary should be increased to $110, effective with check of December 15, 1943. 


Not effective until approved 
by R. F. Newton 


Recommended by 
R. C. Howe 
Approved by 
R. F. Newton 





have a separate record of job descriptions 
and ranges. (And I will assume that we 
have now reached a meeting of minds 
that the records relate to the period prior 
to October 3, 1942.) If you are com- 
pletely satisfied that your ordinary payroll 
records are sufficient to show the rate or 
range quickly, and that other existing 
records adequately define the job descrip- 
tion, you may rely on them. 

Likewise your “plan” may be capable 
of quick definiton by recourse to exist- 


Assuming that the employer has re- 
duced his job description, rate or range 
and plan to writing for a stabilization file, 
each description may be given a key num- 
ber. Then only the key number need be 
set forth on the “Increase Card.” If the 
increase was given as a result of merit 
and does not involve a promotion, the 
same number will be inserted as the last 
entry on the line. If it was a promotion, 
a new number will be inserted. 

Any authorized employee’ may recom- 


mend the increase but it should be ap- 
proved by an officer charged with respon- 
sibility to see (1) that sufficient reason is 
given; (2) that the time table is met; 
(3) that the dollar limitation is met; (4) 
that the increase is within the range; and 
(5) that the merit or new duties are facts 
and not rationalizations of an increase to 
“hold” an employee. Do not allow an in- 
crease to be approved where the reason 
given is only the word “merit.” 

A (4) New Employees. The rules gov- 
erning the hiring of new employees are 
analogous to those involved in increases 
to old employees. 

Past practice must be followed. Thus, 
if a new sales manager is employed his 
rate of pay must be determined in the 
manner in which it was set for new em- 
ployees in that job classification prior to 
October 3, 1942. If you have a range but 
always hired sales managers at the mini- 
mum regardless of their apparent ability, 
you must conform to that practice today. 
If they were customarily “graded” you 
may continue that practice. 

Some employers customarily hired new 
people at the minimum but gave increases 
after a short period of trial either in a 
set amount or as a result of individual 
grading at the end of the trial period. 
Obviously, this practice may be continued. 

It is advisable to set forth your hiring 
policy in your job description. A record 
similar to Schedule A above should be 
kept for new employees. 

A (5) Length of Service. An employer 
who gave length of service increases in 
the past regardless of promotions or merit 
may continue to do so with one limita- 
tion:—he may not exceed his October 3, 
1942 rate range even though his records 
may show that he would have done so 
under similar conditions prior to October 
3, 1942. In this case approval for an in- 
crease above the range will probably be 
easy to secute if adequate proof of the 
policy is submitted. 

Keep records both in your job descrip- 
tions and on increase cards to show your 
length of service policy if one exists. 

A (6) Incentive Plans. In general, in- 
creases based upon increased productivity 
under an existing incentive plan may be 
given regardless of the amount of in- 
crease. Where the incentive is based upon 
employers’ profits or total sales or on 
overriding commissions, approval should 
be received before payments are made in 
excess of those paid during 1941, unless 
they are allowable under the discussion of 
bonuses which we will take up later. 


B. Approvals 


Again let us interrupt our develop- 
ment of the subject to investigate the 
question of approvals. 

Where your records show a clearly de- 
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fined practice prior to October 3, 1942, 
you may usually follow it. If you believe 
you have an adequate record but wish to 
have the security of an approval, you 
may obtain what is known as a “ruling.” 
In effect, a ruling is a statement by the 
Commissioner that approval of a practice 
is not required. No form of statement is 
prescribed and a request for a ruling may 
be made on your company letterhead. It 
is advisable to start the letter with the 
words “This is an application for a rul- 
ing. ...” You should then continue 
and give all of the factors which you con- 
sider to be relevant. 

Unless you are satisfied that you have 
sufficient facts to warrant the policy, an 
application for a ruling may result in lost 
time. If the ruling is not given you must 
then begin again and ask for an approval. 
As you are well aware, it takes several 
weeks to receive an action on applications 
both for rulings and approvals. 

B (1) Practical Aspects. It will be 
more helpful to give you the practical as- 
pects involved in requesting approvals 
(or rulings) and to let your questions 
bring out the cases in which approvals are 
likely to be granted. 

(Questions answered by Mr. Powers, 
after he presented his paper, will appear, 
in full, in the February issue. 

Some companies have been much more 
successful in obtaining approvals than 
others and this is true even where the un- 
derlying facts are basically similar. Re- 
member always that an approval is no bet- 
ter than the facts on which it is based. 
Each one ends with a caution that it is 
based on the facts stated and if they are 
found to be incorrect, the approval will 
have no effect. Therefore, let us take as 
our first principle: 

1. State only facts which you are pre- 
pared to prove by documentary evidence. 

Assuming, then, that we can prove our 
facts, the manner of presentation may 
mean success or failure of the application. 
The stabilization rules were promulgated 
to prevent inflation by stabilizing compen- 
sation at the existing levels on Septem- 
ber 15, 1942. The SSU was set up for the 
purpose of preventing stabilization from 
creating chaos as a result of its inflexibil- 
ity. The Unit accordingly gives approval 
of increases where they are warranted 
(1) to correct substandards of living; (2) 
to allow an increase to compensate for 
the rise in the cost of living between Janu- 
ary 1, 1941 and May 1, 1942 (The Little 
Steel Formula) ; (3) to adjust salaries to 
the minimum of the going rates for com- 
parable establishments in the area; (4) 
to allow reasonable adjustments in the 
case of promotions and for merit; (5) to 
maintain historic differentials in the pay 
of related groups of employees (to a 
limited extent) ; and (6) in limited cases, 
to allow increases where necessary in the 
interests of the war effort. 
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An examination of the six criteria for 
approval of increases will make it quite 
clear that the SSU will not approve an 
increase merely because the employer has 
made substantially higher profits this 
year than he has made in the preceding 
three years. One applicant who had been 
unsuccessful in obtaining an approval 
asked me how he should proceed to ap- 
peal his case. I read his original applica- 
tion which he reduced to the following: 


“My company always paid large salaries 
when it had large income. For the past 
10 years business has been bad and we 
have not paid large salaries. This year we 
are rolling in money and therefore we re- 
quest approval to increase X’s salary from 
$5,000 per year to $10,000 per year.” 


From the standpoint of the business 
executive, the basic reason for the pro- 
posed increase was increased profits. The 
Unit, however, cannot approve an in- 
crease on such grounds alone. I inquired 
further into the merits of the increase 
and among other things it appeared that 
the salary of $5,000 was substantially be- 
low that paid similarly situated em- 
ployees in the labor market, in fact, even 
$10,000 would be a low salary for the 
position. Now the SSU is not interested 
in the employer's primary motive for the 
increase and the case should have been 
presented solely on the ground that the 
present rate was much below the mini- 
mum paid in the area. The statement 
which the applicant made would have 
been just so much excess baggage even if 
the proper ground for relief had also 
been stated. Here then is our record 
principle: 

2. State only those facts upon which 
the Unit has authority to approve an in- 
crease—refrain from stating irrelevant 
motivating factors. 

The Unit has issued an ‘““SSU Form 1” 
which is to be used in filing an applica- 
tion for approval. Obtain copies of the 
form from the local office of the Unit 
and answer all questions on the form as 
completely as possible. You will be able 
to ascertain the reason each of the ques- 
tions is asked if you will consider them 
in the light of the material we have dis- 
cussed tonight. Remember that the Unit 
will have before it only the facts which 
you give, so answer the questions di- 
rectly and fully. 

3. Answer all Form 1 questions fully 
and accurately. 

B (2) Examples. In order to limit the 
length of this paper, I will briefly set 
forth examples of a few approvable in- 
creases. Let us start with the proposition 
that the Unit will not be liberal with ap- 
provals resulting in increases for em- 
ployees earning in excess of $7,500 per 
year. They will approve: 


(1) Individual increases to bring an 
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employee's salary 15% above what tie re- 
ceived in the same job on January 1, 
1941. (Note the individual treatment as 
opposed to the WLB’S group treatment.) 

(2) Job rate or range increases where 
the rate paid is below the minimum tate 
paid in the area, provided, that there are 
10 or more employees within the job 
classification. Do not waste time apply- 
ing for an increased range where, for ex- 
ample, you have only 5 accountants. You 
will receive a letter notifying you that no 
approval will be granted but that you 
may submit applications for adjusting the 
pay of individuals within the group. 

(3) Payment of straight time for hours 
in excess of the customarily established 
work week. Although wage earners are 
usually on a 40-hour week, with time and 
a half for extra hours, most companies 
expect supervising and professional em- 
ployees to work until their job is done. 
But even here you may be able to state 
from your records that employees did not 
customarily work over, e.g., 48 hours un- 
til recently (or until after October, 
1942). Approvals will be tapered off in 
amount for employees earning over $5,000 
per year. 

(4) Payment of additional compensa- 
tion to employees in lieu of vacations. 
(No approval is necessary where the va- 
cation policy was established before Oc- 
tober 3, 1942 provided the employee re- 
ceives less than $7,500 per year.) 

(5) Payment of a reasonable increase 
for merit, even though it may be above 
the minimum in the area, provided sufh- 
cient facts are stated regarding the meri- 
torious works. 

(6) Increases similar to (5) for pro- 
motions or on incentive plans. 

(7) Increases to maintain established 
differentials between the pay of wage 
earners and supervising employees where 
the former’s compensation has increased 
due to W.L.B. approvals or overtime. 
(These will be tapered as the amount of 
compensation increases. ) 

(8) Certain bonuses which we will 
presently discuss. 


C. Commissions 


In general, percentage commissions may 
be paid irrespective of dollar amount 
where they are based upon individual sales 
and the rate has not been increased. An 
omission of certain general language re- 
garding payment of bonuses “and other 
forms of additional compensation” in 
Section 1002.14 of the September 4, 
1943 regulations, caused many employers 
great concern because the Unit unofficially 
stated that this limited the payment of 
commissions to the dollar amount paid in 
1942. A subsequent ruling on October 
30, 1943 has allowed employers to con- 
tinue regular payments for 1943 only. A 
Treasury release of November 3, 1943, 
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cautions that where rates have been in- 
creased since October 3, 1942, or where 
other compensation has been increased, 
approval must be obtained if payments 
after September 4, 1943 would exceed 
those paid in 1942. 

Even with the apparent limitation upon 
1944 commissions, approvals will proba- 
bly be granted for payment of increased 
dollar amounts where the increase in vol- 
ume of sales is due to the employee’s in- 
dividual ability and hard work rather 
than the natural result of increased war- 
time demand. The Treasury’s guns are 
aimed at the salesman who basks in the 
Florida sun while orders roll in. 

C (2) Overrides and Percentage of 
Profits. Where a commission is based 
upon override (other employees’ sales) 
or upon a percentage of employer's 
profits or any other criteria than the in- 
dividual’s sales, approval must be ob- 
tained before amounts in excess of those 
paid for the fiscal year ending prior to 
October 3, 1942 (usually the calendar 
year 1941) are to be paid. 

C (3) Drawing Accounts. Where com- 
mission employees have drawing accounts 
may the amount of the drawing account 
be increased without approval? Yes, but 
apply great caution in determining the 
limitation that “this may not result in a 
hidden increase in compensation.” In 
other words, be sure that the amount the 
employee may draw will not exceed his 
earnings, which may be paid without ap- 
proval or that overdrafts are subject to 
prompt repayment. The repayment aspect 
may, in fact, be nebulous as a salesman 
infrequently has funds with which to 
make such restitution and the usual pro- 
cedure is to adjust on subsequent earn- 
ings. In such a case approval should be 
obtained. I caution you again, that while 
there is no official word on the matter, 
many of the cogniscenti advise obtaining 
approval for any increase in drawing ac- 
counts. Due to the difficulties of control 
employers may wish to relieve themselves 
of this burden by obtaining approval. 


D. Bonuses 


Bonus problems are perhaps the most 
important at this time of year. The only 
official word on bonuses is found in Sec- 
tion 1002.14 of the September 4, 1943 
regulations. This word is so limited that 
it is worthless to most employers. On No- 
vember 14, 1943, however, the Treasury 
issued a press release which announced 
the conditions under which a bonus may 
be paid without approval. Technically, 
the press release is a gratuitous statement 
which the Commissioner might choose to 
disregard. The public clamor that would 
arise, should the Commissioner decide to 
disregard the press release makes it in- 
conceivable that the Commissioner will 
not stand behind his release and ac- 
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cordingly we will treat it as though it 
had the dignity of a regulation. 

The substance of the release is con- 
tained in four paragraphs numbered 1 
to 4. 

D (1) Where the employee has had 
no salary increase since October 3 ($5,- 
000 over) or October 27 (under $5,000): 

In the case of an employee who has 
had no increase in base salary the em- 
ployer has a choice of (a) paying him 
the dollar amount he paid the employee 
for the accounting year (calendar or fis- 
cal) ending prior to October 3, 1942 
(for example the fiscal year October 1, 
1941—September 30, 1942) regardless 
of the amount or (b) paying the dollar 
amount paid (in compliance with the 
stabilization laws) for the first account- 
ing year ending after October 3, 1942 
provided it does not exceed 50% of the 
employee’s base salary. 

D (2) Where the employee’s salary 
has been increased since the basic dates: 
(The press release unaccountably omits 
reference to October 27, 1942 here and 
uses only October 3, 1942; we must as- 
sume the omission of “October 27, 
1942” was inadvertant. 

If the employee has had an increase, 
you may pay him the same dollar amount 
you paid him for the accounting year end- 
ing after October 3, 1942, provided that 
it may not exceed 20% of his present 
base salary. 

I call your attention particularly to the 
use of the word “for” as used in the re- 
lease. Assume you have a fiscal year Oc- 
tober 1—Sept. 30 and on October 31, 
1942 you paid an employee a $500 bonus. 
It was paid during the first accounting 
year ending after October 3, 1942, but 
was it paid for that year or for the year 
just ended ? 

D (3) Bonuses on Percentage of Base 
Salary—May be continued regardless of 
amount provided the rate has not been 
increased. Needless to say if the base 
salary has been illegally increased the en- 
tire salary plus the bonus will be subject 
to the various penalities. 

If the base salary has been increased 
under a valid plan or with approval, the 
old rate may be applied to the new base 
salary and the resultant bonus may be 
paid without approval. 

D (4) Additional Allowable Bonus— 
Under Section 4 of the release, the Treas- 
ury has really pulled a rabbit out of Uncle 
Sam’s hat. There is nothing comparable 
in any WLB order or Treasury regula- 
tion. The section states: 

4. An employee may also be paid a 
bonus which, together with all other com- 
pensation for personal services, does not 
increase his total compensation for the 
current year over the total earned in the 
calendar year 1941 by more than (a) 15 
per cent. if the total compensation for the 
year 1941 was $2,400 or less, (b) 10 


per cent. if the total compensation for the 
year 1941 was over $2,400 but not over 
$4,000, (c) 5 per cent. if the total com- 
pensation for the year 1941 was over 
$4,000 but not over $7,500.” 

This provision in effect allows employ- 
ers to themselves give the “Little Steel” 
increase of 15% over January 1, 1941 
salary and perhaps a little more to em- 
ployees under the Treasury jurisdiction 
earning $2400 or less in 1941. It may 
give more because it allows a bonus of 
15% over the salary for the year 1941. 
Thus, if the employee received a salary 
increase in July, 1941, the increase for 
the balance of 1941 is taken into account. 

The increase is tapered off for Treasury 
employees earning above $2400 as is the 
Treasury policy throughout its rules. 

(A) Certain unusual results arise out 
of paragraph 4. For instance, if an em- 
ployee earned $4,000 in 1941 and has 
since been moved to a job paying $3,000, 
he may receive 10% of $4,000 or $400 
plus $1,000 ($4,000 less $3,000) or a 
total bonus of $1,400 in 1943, without 
approval. The Commissioner obviously 
never intended this result, and it may be 
advisable to obtain a “ruling” in this case 
even though the language of the release 
is clear. Remember that this is a Press Re- 
lease and not a Regulation. 

(B) Override and Percentage of 
Profits—The Treasury stated in its press 
release that the four paragraphs of the 
release apply also to these types of bonus. 
If this is true, it goes a long way from 
Section 1002.14 of T.D. 5295 which 
limited such payments to the dollar 
amount paid for the accounting period 
ending before October 3, 1942 which, as 
stated before, is usually the calendar year 
1941. 

For your purposes you may deem it ad- 
visable to obtain a “ruling” if you wish to 
pay a bonus based upon a percentage of 
profits under, for example, paragraph 
numbered “2” of the release. If the 
Treasury's informal statement is in fact 
Treasury policy, the ruling will be 
granted. If it is not, it is just as well to 
know it now instead of when the agent 
audits your tax return. 


E. New Jobs 


Section 1002.13 allows an employer to 
set the rate for a new job classification 
without approval provided it does not ex- 
ceed the minimum paid for similar job 
classifications in his establishment or, if 
he has no similar classification, in plants 
within the local area on September 15, 
1942. 

E (1) Practical Procedure. Few em- 
ployers will find the rule for new jobs 
practical as an operating medium. It does 
not allow you to establish a range for fu- 
ture increases and if the prospective em- 
ployee is of high calibre it will probably 
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require setting even his hiring rate too 
low. 

But it does allow an employer to create 
a new job and to hire and pay employees 
for the job something immediately. You 
should then file SSU Form 1 for approval 
of a higher rate (if less than ten em- 
ployees in the job) or of a range (if 
more than 10 employees). 

Since most of you are, I assume, in the 
New York area, you will find it very 
helpful to refer to the form used (ex- 
clusively, I believe) by that office in re- 
quiring additional information on New 
Job Rates. The form is not numbered and 
is entitled “New Position.” This form 
requires much more pertinent informa- 
tion regarding new jobs than does SSU 
Form 1. 

SUGGESTION—ObDtain the form and 
submit it to the New York SSU with 
SSU Form 1 when applying for a new 
job rate or range. It will expedite appro- 
val and probably assist you in getting 
higher rates than you would on a Straight 
Form 1. 

E (2) New Business. The establish- 
ment of a new business is subject to the 
minimum requirement in the area on Sep- 
tember 15, 1942, referred to before. Here 
again this is merely of “stop-gap” value 
pending action on your application for 
approval. 

F. Insurance, Pension and Profit-Shar- 
ing Plans. 

F (1) Insurance. Premiums on insur- 
ance of an employee’s life with the pro- 
ceeds payable to his beneficiaries may be 
paid without approval if reasonable in 
amount. The Commissioner has set 5% 
of base salary as a ‘reasonable amount.’’ 
Additional amounts newly paid without 
approval constitute an illegal salary in- 
crease. 

Group life, accident, health and hospi- 
tal insurance may be provided without 
prior approval. 

F (2) Pension and _ Profit-Sharing 
Benefits. The following pension and 
profit-sharing systems may be set up with- 
out approval: 


1. Pension Trusts qualifying under In- 
ternal Revenue Code § 165(a) ; 

2. Purchase of retirement annuities 
under a plan under Internal Reve- 
nue Code § 165 (a) ; 

3. Profit-Sharing Plans (also stock 
bonus plans) qualifying under In- 
ternal Revenue Code § 165(a) pro- 
vided distributions are limited to 
death, retirement, sickness and dis- 
ability. 


F (3) Approvals. You must secure ap- 
proval of payments to Pension Plans if 
they do not qualify under Internal Reve- 
nue Code § 165(a) and to Profit-Sharing 
Plans which provide for distribution 
other than as just stated. 


The Controller, January, 1944 


Approval will be granted in the case 
of Profit-Sharing Plans where: 

1. Distributions are limited to begin 
only after 10 years and are than spread 
over a further 10 year period even in the 
case of termination. This is known as the 
10 and 10 rule. 

2. Distributions in the case of sever- 
ance of employment are not greater than 
20% per year. 


G. Conclusion—Penalties 


In the event that you have never be- 
fore considered the possible penalties for 
violation of the stabilization laws, let us 
consider them. 

1. $1,000 fine or one year imprison- 
ment or both (wilful violation). 

2. Disallowance of all unlawful pay- 
ments in determining costs or expenses 
for the purpose of any other law or regu- 
lation (innocent or wilful violation) : 
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A. Renegotiation Costs. 
B. Termination of War Contracts 
Costs. 
C. War and other Government Con- 
tracts Costs. 
D. Tax (Income, Excess Profits, etc.) 
deductions for compensation paid. 
. Costs for price control and maxi- 
mum price regulations. 


tr 


The most fearsome of these penalties 
is, perhaps, disallowance of the payments 
for tax deduction purposes. The Commis- 
sioner’s determination of illegality is 
stated to be final and the employer is 
denied review in the Tax Court. 

Remember always that the entire ille- 
gal payment is disallowed. For example, 
if a salary of $100 per week is illegally 
increased to $101 per week on January 1, 
1943 and paid through December 31, 
1943, it is mot $52 that is disallowed for 
1943 tax deductions, but $5,252. 


Pension Plan’s Qualification and 
Flexibility Need Study 


Two important questions which are most 
frequently asked by employers, regarding 
their pension plans, were among the points 
discussed by Mr. Meyer M. Goldstein, Di- 
rector, Pension Planning Company, New 
York, and a general agent of the Connecticut 
Mutual Life Insurance Company, at the Oc- 
tober 21 meeting of the Philadelphia Life 
Insurance and Trust Council in Philadelphia. 

The questions are: 


1. How do we know that our proposed plan 
will qualify under the Internal Revenue Code 
and Wage and Salary Stabilization Law? 

2. We can see what to do now when profits 
are high and tax deductions are also high, but 
what will happen to our plan after the war 
when profits may not be so high, and tax de- 
duction advantages are likewise reduced? 


As to the qualification under the Law, Mr. 
Goldstein explained that the Commissioner 
of Internal Revenue has made it possible 
for a taxpayer to “look before he leaps.” 
The taxpayer can prepare his plan and sub- 
mit it to the special pension trust ‘group 
unit that has been set up by the Commis- 
sioner, and obtain a ruling as to whether 
his plan qualifies under Section 165(a) of 
the Internal Revenue Code. 

“If the plan qualifies under Section 165(a), 
and is a pension plan,” he said, “it automat- 
ically qualifies under Wage and Salary Sta- 
bilization controls, except for the minor mat- 
ter of any ‘life insurance element’ that may 
be involved which may readily qualify by 
coming within the established rulings. 

“If it is a stock-bonus or profit-sharing 
plan, it must receive specific approval under 
Wage and Salary Stabilization controls from 
both the Treasury and the War Labor 
Board,” the speaker said. 

“Furthermore, if a taxpayer wants to es- 
tablish a plan and obtain a deduction tax- 
wise under his current fiscal year, this, too, 
can be arranged by depositing the money, 
so to speak, in escrow which the privilege of 
recall without cost or obligation if the plan 
is disapproved by the Commissioner, and 
with the further privilege to the taxpayer 
of having the contingent deposit be made 
irrevocable if the plan is approved by the 
Commissioner, either initially or after cur- 


ing any defects that are uncovered as a re- 
sult of the review by the Commissioner.” 

Mr. Goldstein was emphatic in stating 
that every plan, both new and existing plans 
should be presented to the Commissioner 
for review, because of the fact that the Com- 
missioner’s office is in the process of de- 
veloping this special pension trust unit for 
review and has not had time to crystallize 
their own thinking on many of the problems 
that have atisen and are bound to arise in 
this technical field. Penalties for failure to 
qualify are not only the normal tax penal- 
ties, but, in addition, the almost prohibitive 
penalties for violating the Wage and Salary 
Stabilization controls. 

“In view of the lateness of the hour, the 
Treasury has indicated its willingness to 
grant an extension of time for qualifying, 
and since such extension has the sponsorship 
and approval of the Treasury, it would ap- 
pear that such an extension of the time will 
become part of the law,” he said. 

“It would appear that such extension 
might be until December 31, 1944 provided 
such changes in existing plans, or provisions 
of new plans, are made effective for all pur- 
poses as of a date not later than January 1, 
1944. At present, the law calls for quali- 
fication of employees’ plans by December 
31, 1943.” 


FLEXIBILITY AFTER THE WAR 

The second question most frequently 
asked by employers has to do with having a 
plan that will meet the problems of any 
post-war period of depression or re-adjust- 
ment of the taxpayers. As to this, Mr. 
Goldstein stated that the typical annual pre- 
mium retirement income contract, with or 
without insurance, is too rigid to give the 
taxpayer adequate flexibility. 

“It is too much of a straight-jacket in its 
fixed requirement to pay a level annual 
premium,” he explained. “The relief pro- 
visions of the right to borrow to pay pre- 
miums, and even the possible relief of the 
carry-back and carry-forward provisions of 
the Internal Revenue Code are hardly an 
adequate answer. 

“Consequently, there has been developed,” 

(Please turn to page 30) 








Wage and Salary Stabilization 


Under the original regulations and 
general orders of the National War Labor 
Board, individual wage and salary adjust- 
ments could be made without WLB ap- 
proval if such adjustments were incident 
to the application of the terms of an estab- 
lished wage rate schedule covering the 
work assignments of employees, and pro- 
viding they were made as a result of in- 
dividual promotions or reclassifications, 
individual merit increases within estab- 
lished rate ranges or established automatic 
length of service plans, etc. 

Under this arrangement some employers 
established rate ranges for each of their 
job classifications by determining the low- 
est and the highest salaries paid in a given 
job classification between January 1, 1941, 
and October 3, 1942, in the case of wages, 
or October 27, 1942, in the case of sal- 
aries. Once the rate ranges were deter- 
mined, individual increases were made 
within and between such ranges at will, 
and without any limitation on degree of 
frequency or amount of increases. As a 
result of this action taken by employers, 
any employees could be increased up to 
the maximum of the applicable rate range, 
and rate ranges were being replaced by 
single rates which were equal to the max- 
imum of the former rate range. 

In addition to the individual increases 
which could be made without approval 
of the Board, the regulations provided 
that the Board could authorize increases 
to correct maladjustments, eliminate in- 
equalities and gross inequities, adjust sub- 
standard wages, and to aid in the effective 
prosecution of the war. 


LITTLE STEEL FORMULA 


In correcting maladjustments, the 
Board used the Little Steel formula and 
authorized general increases up to 15% 
above January 1, 1941, levels. Gross in- 
equities were interpreted to mean intra- 
plant inequities and increases were au- 
thorized to place rates for interrelated 
job classifications within a given plant in 
balance with each other. 

The inequality feature of the regula- 
tions was subject to much abuse, and 
under it employers, in many instances, 
were authorized to increase rates up to the 
rates paid by their competitors. Usually 
a competitor could be located who was 
paying substantially higher wages than 
the subject employer, and as a result 
authorization to grant increases was ob- 
tained with comparative ease. 

For some time the Board was unable 
to state exactly what it meant by sub- 
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standard rates, and in the early stages 
most Regional Boards would go no higher 
than 40c per hour in adjusting substand- 
ards. 

The effective prosecution of the war 
feature was, and is today, little more than 
a means for securing preferred attention 
on an application made by an employer 
engaged in vital war work. 

Everyone complained about the orig- 
inal regulations and general orders, but 
compared with what was to come later 
the original set-up was none too harsh. 


“HOLD-THE-LINE ORDER” 


Early in 1943 the executive department 
of the Government recognized that the 
wage and salary stabilization law was not 
accomplishing the desired results, and on 
April 8, 1943, the well-known “hold-the- 
line order’ was issued. While the line 
was being held many changes in the sta- 
bilization plan were prepared. 

One of the changes came about in the 
form of the original General Order No. 
31 which was issued last May. In that 
order, wage and salary schedules for mak- 
ing individual adjustments without prior 
WLB approval were defined. Under that 
definition it was necessary to have not 
only a rate range but also a plan for mak- 
ing individual adjustments. The requisites 
for a rate range were not changed to any 
great extent, but a plan was defined to 
be one that was contained in a collective 
bargaining agreement in existence on 
May 31, 1943, or one that conformed to 
the employer's practice prior to October 
27, 1942,,as demonstrated by (a) a plan 
formerly communicated to the employees, 
or (b) the employer's pay roll records, or 
one which was specifically approved by 
the National War Labor Board or any of 
its authorized agents or agencies. 

If the employer did not have a plan as 
contained in a collective bargaining agree- 
ment, or if there was no plan formerly 


communicated to the employees prior to 
October 27, 1942, the employer then 
could either work out a plan from his 
pay roll records to conform with his prac- 
tice prior to October 27, 1942, or he 
could make application to the Board re- 
questing approval of a proposed plan. If 
the employer could not show that he did 
have a plan in existence, and if he did not 
wish to make application to the Board, 
then there was a plan set out in General 
Order 31 which could be used by him. 
Under this model plan, no employee could 
receive more than two merit increases dur- 
ing any calendar year, and no merit in- 
crease could exceed 3314% of the differ- 
ence between the minimum and maximum 
rates of the appropriate range, and, in 
general, no more than 50% of the aver- 
age number of employees in a given job 
classification could receive merit increases 
during any calendar year. 

There were loopholes in this General 
Order for the reason that most employers 
examined their pay roll records prior to 
October 27, 1942, and were able to de- 
velop some kind of a plan which had 
been used in making individual adjust- 
ments and in doing so most of the em- 
ployers were complying with the General 
Order. 

The Board soon learned that employ- 
ers were getting around its General Order 
31, and on August 18, 1943, that Order 
was amended in such a way that it be- 
came necessary for most employers to 
make application to the Board for ap- 
proval of a proposed plan of making in- 
creases, or to adopt the new plan set out 
in the revised General Order. 

The revised General Order states that 
a plan “is an orderly definite procedure or 
a group of procedures for making ad- 
justments, within specified limits, in the 
wage or salary rates of individual em- 
ployees within particular job classifica- 
tions and when they are moved from one 
job classification to another.” The Order 
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THE STORY OF STABILIZATION 


The developing record of the wage and salary stabilization program 
is here recorded by Mr. Ellison, Attorney at Law associated with Ryland, 
Stinson, Mag & Thomson of Kansas City, who presented this paper 
before the November 8 meeting of the Kansas City Control of The 
Institute. Particularly pertinent to controllers and financial officers 
are the latter portions of Mr. Ellison’s paper in which he details the 
best means of gaining approval of approved adjustments, either from 
the War Labor Board or from the Treasury’s units active in this 
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goes on to state that such a plan “‘ordi- 
narily includes (a) tests and procedures 
for determining whether employees are 
to be given individual rate adjustments, 
timing of adjustments, and the average 
or total amount of money to be granted 
in the adjustments over a given period of 
time.” 

The Order then states “a plan properly 
in existence is one under which rate ad- 
justments are made in conformity with 
the provisions of (a) a collective bargain- 
ing or other bona fide, established agree- 
ment which was in effect on June 30, 
1943; or (b) written statements, minutes, 
or memoranda of the employer which 
were in existence and effect on or before 
June 30, 1943; or (c) a plan approved 
by the National War Labor Board or by 
any of its authorized agents or agencies, 
or (d) the plan outlined in the General 
Order.” 

In general the plan set out in the Order 
provides that an employer can make 
increases and automatic length of service 
increases within established rate ranges, 
providing the total of such increases to 
any individual employee shall not exceed 
during any ear beginning July 1, 1943, 
ten cents per straight-time hour or more 
than two thirds of the difference between 
the appropriate minimum and maximum 
rates, whichever increase is greater, and 
also provides that the total amount ex- 
pended on such increases during any such 
year shall not exceed an average of five 
cents per hour for all the employees in 
the establishment who are covered by the 
plan and whose wage or salary rates are 
subject to the National War Labor Board 
jurisdiction. 

In connection with promotions and 
reclassifications, the plan set out in the 
order provided that when promoted or 
reclassified to a higher rated job an em- 
ployee may receive a rate not in excess 
of 15% above his rate on his former job, 
or the minimum rate for the new job, 
whichever is higher. The plan does go 
on, however, to provide that where an 
employee has special ability and experi- 
ence he may be paid a rate within the ap- 
propriate rate range corresponding to such 
ability and experience. 

In addition to the changes which were 
made in granting individual wage and 
salary adjustments without prior WLB 
approval, certain changes have been made 
in the policies followed by the Regional 
Boards in granting increases upon appli- 
cation. These changes have been made 
since the date of the “hold-the-line or- 
der.” 

The Boards continue to grant adjust- 
ments to correct maladjustments, and the 
Little Steel formula is still followed. 

Each Regional Board has now deter- 
mined what is meant by substandard 
wages, and the Regional Board in the 
Kansas City area will, in most instances, 
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authorize increases on the grounds of sub- 
standards up to 50c per hour. 

The old method of securing salary in- 
creases to correct inequalities and to bring 
salaries of a given employer up to the 
maximum which prevails throughout the 
local area with respect to similar job clas- 
sifications in comparable business estab- 
lishments has been eliminated. The Board 
continues to grant increases to correct 
intra-plant inequities with regard to in- 
terrelated job classifications, and, in gen- 
eral, other increases are granted only to 
bring rates of a given employer up to the 
minimum of the sound and tested going 
rates. 

Under the so-called ‘going rate’ doc- 
trine each Regional Board is required to 
establish wage brackets by occupational 
groups and labor market areas. These 
brackets are supposed to embrace all rates 
found by the Board to be “sound and 
tested going rates’’ for the occupation 
and area involved. Wage rates within 
these established brackets are stabilized 
and not subject to change except as per- 
mitted by the Little Steel Formula. The 
Board may, however, approve pay in- 
creases up to the minimum of the brack- 
ets. 

The Regional Board in Kansas City 
has established wage brackets for many 
occupational groups, and it is now proc- 
essing bracket applications rapidly. 


INCREASE APPROVALS 


Now that we have a general picture 
of what increases can and cannot be made 
without WLB approval, the next and 
most important subject is how to secure 
Board approval when it is needed. 

The War Labor Board has prepared 
what it calls NWLB Form 10 Applica- 
tion, and most employers in submitting 
an application simply fill in those parts 
of the form which they feel are pertinent 
and then mail the application to the Wage 
and Hour office for filing. Then at some 
stage of the game between one and thirty 
days after the application has been filed 
the employer calls the Head of the Re- 
gional Board or the Regional Wage 
Stabilization Director, and insists on hav- 
ing an explanation as to why their ruling 
has not been received. 

In some instances that procedure brings 
the desired results. 

I have found that a better procedure 
is something like this. First, answer every 
question called for on the application, and 
then give the Board a little extra for good 
measure. Add a statement giving a brief 
history of your company, state the nature 
of your business, any changes that have 
been made in the past year or two, and 
let the Board know something about your 
manpower problems. Also, you should 
add a complete description of each job 
classification to be effected by the pro- 
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posed adjustment. If you do not submit 
complete job descriptions you may be 
prevented from securing the increases to 
which you otherwise would be entitled. 

In addition to submitting job descrip- 
tions you should set out your present rate 
ranges, your proposed rate ranges, and 
your proposed plan for making adjust- 
ments within and between such rate 
ranges. 

Chances are you will not know the 
tested going rates for the particular job 
classification involved, so in arriving at 
proposed rate ranges keep them within 
reason and endeavor to maintain your 
usual differential between interrelated job 
classifications. 

After you have assembled as much in- 
formation as possible, the application in 
triplicate should be delivered in person 
to the Wage and Hour office, not the War 
Labor Board. If you will take your appli- 
cation to the Wage and Hour office, one 
of the Wage and Hour representatives 
will go over the application with you 
and tell you then and there whether any 
additional information is needed. This 
procedure in some instances will elimi- 
nate a week or two of extra processing 
which might otherwise be required. 

After placing your application on file 
with the Wage and Hour office, it will 
take approximately one week before the 
case reaches the Board so if you must 
call the Head of the Regional Board or 
the Wage Stabilization Director, you 
should wait at least ten days from the 
date of filing for doing so. In all prob- 
ability, these individuals will know noth- 
ing about your case, so in order to follow 
it through the mill, it would be best to 
contact the docket room of the War Labor 
Board and find out who is handling your 
application. If you find your case has not 
been assigned out for processing, wait a 
day or two and contact the docket room 
again. When you do learn the name of 
the individual who is handling your case, 
make an appointment with that individ- 
ual and transact your business with him. 
You might find that the individual who 
is handling your case is a young man or 
woman seated behind a desk in a large 
room with many other employees. You 
might feel that this particular individual 
has no authority, and maybe he doesn’t 
have, but remember that the individual 
who is processing your case will at least 
make recommendations to his superior in 
authority and those recommendations will 
be given considerable weight. Going over 
the head of the individual processing 
your application rarely accomplishes any- 
thing for sooner or later the application 
will get back to the desk from which it 
originated, and by that time the proces- 
sor may not be inclined to give you the 
benefit of any doubt which may arise 

Your batting average on securing ap- 
provals will not be 100% and in some 
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cases you will receive denials. Some of 
these denials will cover applications which 
you knew would be denied before you 
filed them. In those instances, I would 
recommend that the denial be accepted 
and the case closed. In other cases you 
will receive full or partial denials which 
you do not feel are justified, and in those 
instances appeals should be taken. Usually 
a denial will be based upon a finding that 
the rates proposed are in excess of the 
sound and tested going rates, and in order 
to get a reversal on appeal, it will be 
necessary to show the Board that it erred 
in establishing its sound and tested going 
rates for the job classification involved. 

There is nothing formal about taking 
an appeal. A letter addressed to the 
Board setting out all of the pertinent 
facts is all that is necessary. 


SALARY STABILIZATION 


So far I have covered only wages and 
salaries under the jurisdiction of the War 
Labor Board. Many of you will want to 
file applications with the Salary Stabiliza- 
tion Unit, and in doing so, it should be 
kept in mind that the Treasury may ap- 
prove salary increases to correct maladjust- 
ments and inequities, and to aid in the 
effective prosecution of the war. The 
Treasury has not issued any rules clarify- 
ing the meaning of maladjustments and 
inequities or aid in the prosecution of the 
war effort, and while it is not obliged to 
follow War Labor Board interpretations, 
those interpretations are most helpful in 
preparing applications to be submitted to 
the Salary Stabilization Unit. 

Within the next sixty days many em- 
ployers will be paying bonuses to employ- 
ees, and it would be well to cover that 
subject briefly at this time. 

In the case of bonuses under WLB 
jurisdiction, a bonus that was customarily 
paid in the past may be continued in the 
future without approval, provided that if 
the bonus is a fixed amount, the total 
amount paid during the current bonus 
year must not exceed the total paid to an 
employee for like work during the pre- 
ceding bonus year, and provided that if 
the bonus is computed on percentage, in- 
centive, or similar basis, the rate and 
method of computation may not be 
changed during the current bonus year 
so as to yield a greater amount than in 
the preceding bonus year. 

Approval must be secured for any in- 
crease in the amount of a fixed bonus or 
the rate of a percentage bonus. However, 
a percentage bonus may be paid without 
approval even though the total amount 
of the bonus is greater than in the prior 
year provided the percentage and method 
of computation are not changed. 

Under the Treasury regulations the 
employer may pay the same fixed bonus 
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in the current bonus year as paid by him 
in the prior bonus year. The Treasury 
regulations with respect to other types of 
bonuses differ from those of the War 
Labor Board. 

The Treasury regulations provide that 
an employer who has had a settled policy 
for at least two years of paying bonuses 
calculated at a fixed percentage of sal- 
ary of each employee may pay that bonus 
without approval provided the percentage 
is not increased. 

A bonus that is based upon a fixed 
percentage of an employee's individual 
sales can be paid without approval pro- 
vided the rate of such payment was fixed 
prior to October 3, 1942. 

A bonus based on a fixed percentage 
of profits must have approval if the total 
amount of the bonus paid in the current 
bonus year is greater than in the prior 
year by reason of increased profits even 
though the percentage is unchanged. 

No approval is required for the pay- 
ment of a bonus based on percentage of 
profits if the total amount paid in the 


current bonus year is no greater than in 
the prior year even though the percent- 
age is increased. 

In recent weeks many employers have 
followed with interest the Treasury De- 
partment’s stand on salesmen’s commis- 
sions. As most of you have been advised 
by this time, the Commissioner of In- 
ternal Revenue announced on October 30 
that Treasury permission to pay sales- 
men’s commissions without approval has 
been extended for the balance of 1943 
pending clarification of the September 4, 
1943, regulations. 

Employers may pay to employees all 
commissions earned on their individual 
sales in the calendar year 1943 without 
Treasury approval, provided the rate of 
commissions and amount of other com- 
pensation has not been increased since 
October 2, 1942. 

Overriding commissions, such as com- 
missions to an employee based on sales 
of other employees, may be paid without 
approval only if authorized by present 
Treasury regulations. 


Opportunity for Production 


Excerpts from an address by Franklin E. 
Bailey, Vice-President and Director, National 
Credit Office, New York, at an industry con- 
ference on textiles at the Twelfth Annual Na- 
tional Meeting of The Controllers Institute of 
America. 


The postwar period will present demands 
that are greater than we have ever seen before, 
and they will be backed by a purchasing power 
that has never before existed. It will be well 
for us to consider how much of this buying 
power will be permitted to be used, especially 
keeping in mind that extreme measures will 
be brought into play to prevent inflation. Bar- 
ring anything radical, we will be brought into 
play to prevent inflation. Barring anything 
radical, we will have both an abnormal de- 
mand and a tremendous purchasing power. 
It will certainly be an opportunity for pro- 
duction. 

It will be our job in the textile industry to 
sell our products to the people—and to sell 
them early, before other industries are able 
to convert back to civilian production. At the 
same time, we must take inventory of what is 
coming, so we will be certain that the brakes 
are applied to avoid entering another period 
such as existed in the textile industry in the 
early and middle Twenties. I am not predict- 
ing a period of depression after the war is 
over. But I am warning that a tighter organi- 
zation is needed to prevent that overproduc- 
tion that inevitably results in a period of de- 
pression. 

There should be plenty of money to spend 
immediately after the war—even more than 
is needed for the new car, the new radio or 
all the other items that the average person will 
buy as soon as they are available. And in the 
textile field, as in no other, the conversion 
period is not long and the opportunity to 
get into production great. Your short conver- 
sion period will give you the jump on all 





others. But this time, let’s act to curtail when 
it is obvious that total production figures show 
that without a slowing-down we are going to 
run amuck. This time, if we don’t do the job 
ourselves, there is good reason to believe that 
the government will. 

We have all asked ourselves what is going 
to happen to the plants after the war, in which 
the government has invested. Most of them, 
if not all of them, probably will be offered for 
sale—and, as is always the case, business will 
be looking for real bargains. The government 
cannot afford to sell at too great a sacrifice, and 
the result may easily be that business will 
compel the government to stay in business. 
Think about that. 

Our industry is over-machined. It is true 
that replacement of machinery in real quantity 
is essential, and will be even more so the 
longer the war lasts. But keep in mind that 
these replacements produce more per unit than 
the old machines. So with the great demand 
that will face us, and the machinery that we 
will have, we face the possibility of real over- 
production. It is perfectly natural to concen- 
trate on production in a sellers’ market, but 
we must remember that increased production 
inevitably leads to over-production. The time 
to prepare against a critical condition is during 
the period of prosperity—when, and always, 
in the past, we have closed our eyes to what 
surely lay ahead. 

Government controls have been with us now 
in many fields for a great many years. As long 
as labor, representing the great mass of the 
people, feels that it benefits from these con- 
trols, they will remain with us. We are all 
aware of restraints that make it difficult to 
control production, but in spite of this we 
must realize that unless we do what is neces- 
sary—at least between these peaks and depres- 
sions—we are leaving the door wide open for 
the government to do the job for us. 
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Recent Trends and Postwar Problems 


In order to logically analyze and un- 
derstand any problem and to attempt 
its solution, be it in human relations, 
labor relations, engineering or econom- 
ics, it is necessary not only to fully rec- 
ognize and understand the difficulty at 
hand, but also it is sometimes more im- 
portant to understand the causes and 
the history that brought about the prob- 
lem. In other words, the existence of a 
problem is a definite reflection of forces 
that have been with us for a shorter or 
longer period upsetting natural or nor- 
mal economic conditions. To dissect 
and pull apart those basic forces some- 
times contributes most to the solution. 

In this instance, the problems that we 
are concerned with have been brought 
about by two major forces: 


1. The attempts of a popular government to 
combat a world wide depression. 

2. The necessity for fighting an all-out sec- 
ond World War without preparation. 


I would like to examine briefly the 
foregoing forces and attempt to arrive 
at certain conclusions with respect to 
their effect on post-war conditions. 


THE DEPRESSION DECADE 


The financial and business collapse in 
Europe in 1929 likewise that plunged 
this country into economic depression 
and material stagnation. This depres- 
sion, whose history you are all too fa- 
miliar with, had its roots in the mal-ad- 
justments created by the first war and 
the post-war boom. The popular revolt 
of the public against depression led to 
the New Deal Party. 

A new school of economic thought 
gtew up over night which based all of 
its thinking and planning on the con- 
clusion that the depression here was 
basically due to the fact that the United 
States had reached maturity, economi- 
cally speaking. They claimed that the 
frontiers of business expansion had 
been reached, that there was no longer 
any possibility of new industries being 
developed based upon new discoveries, 
new consumer demands, and new raw 
material and land frontiers. 

They concluded therefore, that since 
our economy had no potential growth 
within it, if employment was to be 
maintained, the Government must in- 
tercede and provide the demand for la- 
bor by artificial means. In their minds 
further expansion of American industry 
was no longer possible so that the gov- 
ernment must step in and make provi- 
sions for shortening of the work week 


By Roland A. Erickson 


in order to spread as widely as possible 
the limited amount of work that indus- 
try could provide. Instead of raising 
the standard of living for all by in- 
creased production which heretofore 
had been the basis of American prosper- 
ity—less production, shorter work week 
and redistribution of wealth became the 
American Creed. 

The foregoing philosophy, however, 
did not explain all of the regulatory 
acts that were passed in the 30’s. Dur- 
ing the prosperous 20’s very little prog- 
ress was made in providing for the eco- 
nomic security of the working man and 
too few corporations tried to improve 
working conditions. Formal pension 
plans and paid vacations for factory em- 
ployees were the exception. Labor rela- 
tions and public relations were sadly 
neglected. Absentee ownership con- 
tributed to a deteriorating situation as 
to labor and public relations. 

As we look back upon the period 
1933 to 1940 we probably all will agree 
that some legislative innovations as to 
labor, industry and the public have been 
beneficial. Many of them might have 
been introduced a decade earlier had we 
been more alert to the changing trends 
in the world. European countries recog- 
nized these changing trends and acted 
accordingly. We, however, were blind 
to certain desirable social objectives that 
could have been introduced in the 20's 
with much less pain and disturbance 
than when they were forced upon us in 
the 30’s. 


GOVERNMENT'S ROLE CHANGED 


As a result of the two foregoing 
forces basic changes were made in the 
law of the land as to the role of Gov- 
ernment in industry, as to working 
hours, wages, taxation and as to the rela- 
tive importance of the factors of pro- 
duction—land, labor, capital and man- 


agement. Because of these regulatory 
measures and social betterment provi- 
sions some business executives became 
imbued with a sense of despair and de- 
featism. Free enterprise they said was 
gone. Opportunities tor private gain, 
at a risk of loss, resulting from indi- 
vidual initiative and ambition were 
characteristic of the past, not of the fu- 
ture. 

In brief then, the foregoing develop- 
ments affecting the future of the free 
enterprise system in this country is one 
phase of the problem that must be con- 
tended with in the postwar. Conclusions 
and predictions with regard to the fu- 
ture form of business activity in this 
country will be presented in the con- 
cluding section of this paper. 


PROBLEMS CREATED BY THE 
WAR EFFORT 


The outbreak of war September 1, 
1939 and the attack on this nation in 
December, 1941 compeled us to prepare 
under “forced draft” to defend our- 
selves against well prepared cold- 
blooded military dictatorships. The 
progress of the war at present is an out- 
standing tribute to the character, ability 
and understanding of the American 
people as well as an everlasting proof 
of the soundness, effectiveness and un- 
rivaled productivity of the American 
system of free enterprise. Where else 
but in America could the production 
record of 1942 and 1943 be written? 

To accomplish this miracle involved 
still more government control and regi- 
mentation, still more bureaucracy and 
still larger national deficits. I am not 
going to enumerate the changes in our 
national economy that have followed 
from this war program. The national 
production record, the financial deficits, 
tax problems, renegotiation, C. M. P. 
plans and man-power problems are all 
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daily working tools of you men. I do 
want to stress, however, the following 
factors which must be carefully weighed 
in considering the post-war outlook for 
the nation and for individual enter- 
prises. 


1. Expenditures. 


Congress has authorized $60,000,000,- 
000 for lend-lease expenditures which 
represents five to six times the amount 
of war and postwar loans extended by 
the United States in the first war. Of 
the amount authorized, approximately 
$14,000,000,000 has actually been ex- 
pended. To date 25.9% of this total 
represents industrial items with the 
trend of this classification rising. 

Expenditures for domestic war pur- 
poses have been authorized totaling 
$280,000,000,000. Actual expenditures 
so far are $109,400,000,000 with the 
gross national debt increased to $152,- 
000,000,000. 

A few years ago you and I were ex- 
tremely disturbed over a national budget 
calling for a total expenditure of $9,- 
000,000,000 and a possible deficit of 
$3,000,000,000. At that time the ability 
of the United States to carry a total 
debt of $40,000,000,000 was debated by 
many individuals. Now our annual 
deficit each year is greater than the ac- 
cumulated total debt then outstanding 
for the national government. 

Were our fears unfounded a few years 
ago or is the question of the national 
finances a serious future problem? 


2. Tax Problem— 

All of you men are tax experts and 
know much more about the problem 
than I do, but I would like to make just 
one observation. It has already been in- 
dicated that taxes are nowhere meeting 
the needs of the hour. Individual in- 
come taxes from a standpoint of na- 
tional economics should probably be in- 
creased. Corporation taxes, however, 
must be considered from a different 
light. No one is desirous of having this 
war build up a class of war millionaires. 
War should mean sacrifice to all. On 
the other hand, the soundness of the 
corporate financial structure is an in- 
herent requirement for a sound business 
recovery in the years to come and a safe 
guard to a continuance of the American 
high standard of living. 

Corporation reserves have proven 
themselves in the past as a real source of 
badly needed economic energy at a time 
of depression, as well as a necessary re- 
serve to finance new devolpments and 
new ideas. In some respects corporate 
reserves today have become the “risk 
capital” of yesterday. These reserves 
must be protected and built up if free 
enterprise is to survive. It must be rec- 
ognized that the absolute size of a re- 
serve means nothing until it is related 
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to the corporate problem which ranges 
all the way from reconversion to the 
more common place experience of build- 
ing up an under-maintained plant or 
supporting an over-expanded plant. For 
real prosperity corporations must either 
have sufficient financial strength in their 
own right to weather periods of adjust- 
ment and new developments, or the tax 
structure and business atmosphere must 
be such as to again provide a source of 
real risk capital. 

It is true that many corporations will 
come through this war with new plants 
and new equipment free and clear. On 
the other hand, there are probably many 
more companies that will find them- 
selves either with a worn-out obsolete 
plant when the war is over or an up-to- 
date over-expanded plant with no work- 
ing capital with which to operate it and 
no cushioning reserves to help overcome 
temporary periods of distress. In the 
years since 1929, net capital in Ameri- 
can industry has been declining and this 
is an exceedingly dangerous trend. To 
illustrate this point I would like to 
quote the following figures. 


NET CAPITAL OF ALL ENTERPRISES IN 
SPECIFIED MANUFACTURING 
INDUSTRIES—1925-1940 


1925 $57,026,000,000 
1929 62,228,000,000 
1935 44,738,000,000 
1940 52,000,000,000 


3. Price-Cost, Ratios 

One of the most serious and probably 
least well understood problems for 
American corporations in the postwar 
is the question of price and cost ratios. 
During this war the pressure has been 
constantly toward higher wages with 
stable finished goods prices. The fol- 
lowing figures illustrate what has hap- 
pened in this respect for two major in- 
dustries. 


WAGE, PRICE RELATIONSHIP 


World World 
War I War II 
Steel Prices 178% 2% 
Wages in Steel Industry 180% 30% 
(straight time) 
Chemical Prices 134% 15% 


Wages in Chemical Indus- 
try 158% 36% 
(including over-time) 


The effect of this policy has been to 
create a position of disequilibrium be- 
tween prices of materials at various 
stages of processing, all tending to 
squeeze out the profit factor. What is 
happening may also be illustrated by an 
examination of the ratio of raw mate- 
rial, semi-finished and finished goods 
prices as indexed by the United States 
Bureau of Labor Statistics. Historically, 
there is a position of equilibrium for 
these various indices at which time busi- 
ness, generally speaking, finds it profit- 
able to be bullish and to increase pro- 
duction. Contrari-wise the need for re- 


adjustment and a period of declining 
business is indicated when the ratios are 
changed such as occurred in 1929, 1937, 
and at present. 

The disequilibrium indicated by these 
prices today does not depress the busi- 
ness economy because the demand is a 
completely artificial one supported by 
government decree. In addition the ef- 
fect of this cost price ratio has not been 
noticeable due to the economies of mass 
production resulting from the high vol- 
ume of activity now enjoyed by manu- 
facturing concerns. In other words this 
unfavorable ratio has been more than 
offset by the economies inherent in the 
increased volume of output. 

The difficulty will come when the war 
is over. In previous years our economy 
was sufficiently free from artificial con- 
trols so that the necessary adjustments 
to correct this disequilibrium could be 
made automatically. The costs of manu- 
facturing in those years were more un- 
der the control of management than 
they are today. By that I don’t mean 
that management has lost control of 
costs in its own plant, but I am referring 
to the costs of the factors of production 
on a national scale. As rigidities are in- 
troduced into our economy it will be 
necessary to provide for making these 
adjustments, artificially by government 
decree, if business is to prosper. This is 
by definition less satisfactory—that is 
artificial control vs. natural adjustment. 

The same discrepancy that is now oc- 
rurring developed in the last war but it 
was quickly adjusted for in the recession 
of 1921. In the coming postwar period 
either finished foods prices must be in- 
creased or raw material and wage costs 
must come down. It is this need for ad- 
justment that present day rigidities and 
government controls will prevent if they 
are not removed. If proper equilibrium 
between our prices is not re-established 
it may lead to disastrous results to labor, 
to Government and to management. 

While on the subject of costs and 
wages I would like to point out that a 
dangerous development is being fos- 
tered by the present War Labor Board 
wage controls. There is a tendency 
within plants and within departments to 
equalize all wage rates in the sense that 
wage increases may be granted under 
certain conditions within established 
ceilings. This means that the differen- 
tial between the low-rated man on a 
given job and those men of greater skill, 
ambition and conscientiousness is grad- 
ually disappearing. If this trend con- 
tinues it will mean that we will have re- 
moved an incentive for the capable re- 
liable and productive worker since he 
will not receive any more than the less 
skilled and less reliable. As in play, the 
human organism functions best when 
there is an incentive or reward for effi- 
ciency and success. 
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4. Miscellaneous Problems. 


There are many more problems and 
economic forces that have been created 
by this war that are of basic importance, 
but there is not space to discuss them 
here. Among them are: 


(a.) The relative amount and ownership 
of new plant facilities might become a prob- 
lem of basic importance. Regardless of their 
eventual disposition their presence will affect 
postwar competitive problems and their loca- 
tion will influence distribution arrangements. 
If utilized as a normal part of America’s free 
enterprise capacity they will contribute much 
to the controlling of a postwar inflation 
threat. 

(b.) The availability of new raw materials 
and new methods of manufacture which will 
definitely place a premium on a high-grade 
research laboratory and a very alert field en- 
gineering organization as well as capable pro- 
duction engineers. 

(c.) World credit problems and rehabilita- 
tion are a knotty problem of the first order. 
Plans are now underway to iron out basic 
foreign exchange difficulties. 

(d.) Demobilization of a ten to twelve 
million Army and Navy with all of the in- 
herent difficulties of readjustment by the in- 
dividual soldiers and their families along 
with the demobilization of a large concentra- 
tion of defense workers in given localities 
must be contended with. 

(e.) Utopias suggested by Beveridge and 
others which though commendable objec- 
tively are questioned by some as to their ef- 
fect on individual initiative. 


THE POSTWAR ERA 


Up to this point, I have attempted to 
present a picture of the economic forces 
that were in effect prior to this war and 
some of those forces that the war has 
generated. These two phases of devel- 
opment are working toward the crea- 
tion of a postwar problem. I have pur- 
posely omitted developments that will 
help to sustain our economy in the post- 
war period. 

In the remaining space I would like 
to attempt to pull together certain con- 
clusions concerning the outlook for 
business in peace time America. In eval- 
uating what may be ahead let us turn 
back the pages of history and glance at 
facts that an analysis of the postwar 
period after the war of 1812, Civil War 
and World War I may indicate. 

Some of you may say that conditions 
are so different today that a historical 
study offers no help. Before accepting 
this belief, I would like to suggest that 
when similar situations exist, history 
does repeat itself. In many respects basic 
conditions today may be compared with 
similar periods in the past century. The 
only thing that has changed is that the 
state of refinement and development is 
much more advanced. Society is more 
complex today but life is still an attempt 
to obtain a living by supplying a useful 
service or product that is in demand. 
War in the previous decades created a 
shortage of consumer goods resulting 
in a demand to be satisfied in the post- 
war. Government finances underwent 
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seemingly chaotic changes. Property was 
destroyed and new techniques and new 
raw materials were discovered that 
opened up new potentials for industrial 
products. The major difference today is 
simply one of degree and not of princi- 
pal. 

In general, it may be stated that after 
each war mentioned above, there have 
been five distinct periods of economic 
change usually marked by the same char- 
acteristics but to a varying degree. 


POSTWAR PATTERN 


1. Immediately following each peace was a 
period of several months of hesitation and 
confusion. 

2. Then a year or more of very active busi- 
ness based on a consumer demand for the ful- 
fillment of pent-up wants. This was gener- 
ally accompanied by speculative purchasing 
and stocking of goods leading to a conges- 
tion in financial and mercantile circles which 
contributed still further to a disequilibrium 
in the price structure. 

3. In order to liquidate the foregoing con- 
dition a period of very sharp business reces- 
sion for 12 to 18 months usually followed. 
During this recession an adjustment of price 
cost ratios was usually carried through which 
provided the basis for the sustained business 
recovery that followed. 

4. A business boom for a period of five 
years or so which ended in a— 

5. World wide depression as in 1872 and 
1932. 


Basically it is possible to foresee in 
the decade following this war a some- 
what similar pattern with the probabil- 
ity that the conversion period this time 
will be more difficult and more serious, 
but the secondary mercantile recession 
less serious and less difficult. 

I would like to suggest that the only 
way this country and the world may 
really prosper in the future is by the 
continuance of what we call free enter- 
prise. I do not believe that free enter- 
prise is dead. Political and social think- 
ing has always moved in cycles. There 
are’signs now that the pendulum is again 
swinging back to a recognition of the 
validity of the strength in a system of 
production based on the individual who 
is spurred on by a chance for profit at 
the risk of loss. So far history would in- 
dicate that opportunities of private gain 
offset by the dangers of private loss are 
more stimulating and more effective as 
a means of introducing efficiency and in- 
creasing production than opportunities 
to contribute to the welfare of the nation. 

We who are a part of free enterprise 
however, must do our bit to insure the 
confidence of labor and government in 
our system of production. We must be 
sure that if the pendulum of economic 
thought is swinging back to a more 
orthodox position, that a few short 
sighted entrepreneurs do not take ad- 
vantage of the budding public confi- 
dence. To be assured of the proper use 
of the present government controls and 
plant facilities in the postwar, the busi- 
nessman must not let himself slip back 
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to an indifference to politics or social 
trends and the defeatism that was pres- 
ent in some business circles just prior 
to this war. 


“COMING OF AGE’ OPPORTUNITIES 
ARE MANY 


This country is not faced with stagna- 
tion due to its “coming of age.” Those 
individuals who support a socialistic 
state based on a matured economy argu- 
ment are just as wrong as that chief 
patent examiner in this country in the 
19th century who resigned his position 
because he believed that all inventions 
had been discovered. It is true that in- 
dustry has probably exhausted most of 
the extensive margin of cultivation, to 
use agricultural terms, but by turning to 
the intensive margin there is still room 
for new industries and new growth for 
old. It is admitted too, that inventions 
of recent years have not uncovered basic 
forces of new energy such as the steam 
engine, electricity, gas engine, tele- 
phone, wireless, and others. Most in- 
ventions now tend to be concerned with 
the refinement of the foregoing forces 
of energy. This does not mean however, 
that further refinement and an applica- 
tion of these principals may not con- 
tribute relatively as much if not more 
to human happiness and prosperity than 
did the basic discoveries of decades ago. 

Of more deep seated concern to me is 
a dangerous tendency on the part of 
American management to seek competi- 
tive advantage through the spending of 
millions of dollars annually on advertis- 
ing programs in an attempt to build up 
a consumer preference. In the old days 
competitive advantage and consumer 
preference were built up through find- 
ing new ways of producing the same 
product more cheaply or improving the 
product at no extra cost. That policy 
resulted in a healthier and stronger 
economy. 

There have been many forecasts made 
as to the probable level of postwar busi- 
ness activity. One government analyst 
is of the opinion that there is more 
danger in the need to control a postwar 
boom than to prevent a postwar depres- 
sion. He bases his optimistic position on 
the large dollar volume of deferred con- 
sumer demand and available consumer 
purchasing power. Actually we must 
agree that the demand by individuals for 
durable consumer goods has been 
starved for a long time, and of equal 
importance, that the individual ji 
have effective purchasing power in the 
form of swollen savings accounts, war 
bond purchases and a reduction of out- 
standing installment debt. This means 
that there will be a ready market for 
such items in the immediate postwar 
year. 

(Please turn to page 34) 












The prime function of management is 
the formulation of objectives and pro- 
viding the means for their attainment. 
In this field of prime responsibility, one 
of the most difficult problems is to see 
to it that so far as possible, no con- 
tingency arises, the possibility of which 
has not been faced and a program out- 
lined to meet it. In performing this 
duty, management must proceed on as- 
sumptions, and these assumptions must 
frequently contemplate alternatives, not 
all of them desirable. 

When the war ends, since the bulk of 
American industry cannot get back to 
peacetime production except by first 
getting out of war production, we must 
assume the provision by Congress of the 
necessary legislation for the prompt 
termination of war contracts. While the 
specific legislation still remains to be 
passed, its outlines are reasonably clear. 

In principle, the traffic managers on 
the way back will be the same traffic 
managers as on the way in, namely, the 
War Production Board and the purchas- 
ing authorities of the Army, the Navy 
and the Maritime Commission. This 
makes sense. It means that the evolu- 
tion out of war production will be sub- 
stantially the reverse of the process of 
evolution by which we got into war pro- 
duction. 

I think we can also add at this point 
that you can rest your fears about a final 
audit by the general accounting office. 
When the Federal Reserve Board comes 
out, unanimously approving a resolu- 
tion of its advisory council to the effect 
that any savings from a postwar audit 
would sink into insignificance compared 
with the relief that would have to be 
granted to corporations and municipal- 
ities and other organs of our life, you 
get some idea of the realization on the 
part of the principal banking authorities 
of the country as to the enormous de- 
mands which our postwar readjustment 
is going to make on credit and no pica- 
yune conventional audit of audit desk 
experts, fighting the battle again, not as 
it was fought on the production line but 
as they think it should have been fought 
on the profit and loss statement, is go- 
ing to take place. 

Therefore, we start with the idea that 
we are going to have machinery for the 
prompt termination of war contracts. 
That’s fine. We have already got a 
pretty good indication of what the con- 
tracting agencies will do and what they 
require in order to get such a prompt 
settlement. Of course, if you are pre- 
pared for peace, you have read the ter- 


Ate You Prepared for Peace? 


By Robert S. Binkerd 


mination manual of the War Depart- 
ment. If you have not, you are not quite 
prepared yet. 


TERMINATION ASPECTS 


If you have a termination notice to- 
morrow, for instance, what are you pre- 
pared to do? Now, you are entitled, 
first of all, to deliver all your finished 
product under a contract which has not 
already been delivered. That ought to 
be relatively simple. But you are also 
authorized to tender promptly all your 
work in process. Have you a means of 
valuing that work in process which can 
stand reasonable examination? Do you 
know what a reasonable profit margin is 
as attached to the work you have done 
on that work in process? 

Then, in the next place, you are en- 
titled, of course, to be paid for your in- 
ventory. But where is this inventory 
attached to this particular contract? Is 
it all mixed up with all the rest of your 
inventory, or can you identify it? If 
not, you had better get busy so that you 
can identify it. 

Many of these contracts require draw- 
ings, jigs, fixtures, gauges, models, all 
sorts of things to be delivered at the 
termination of the contract. Have you 
got those things? Do you know where 
they are? Are you ready to deliver them? 

Many of these contracts call for the 
use of government tools which, at the 
end of the contract, must be returned to 
the government in as good condition as 
they were received, ordinary wear and 
tear excepted. Do you know how many 
of those tools you have left? Do you 
know how much it would cost to replace 
those that are missing? Do you know 
how much it would cost to sharpen and 
repair those that you have got? If not, 
you had better get that list ready. 


You had better bear in mind that 1n- 
ventory may be valuable for some time 
after the war. There are portions of the 
inventory under a contract that you may 
want to use in your ordinary commercial 
production. You had better put in a bid 
for them. If not, you had better get 
some idea at least as to the probable 
source of disposal, because the faster 
you can dispose of this inventory, the 
faster you will get working capital to 
throw back into your treasury. 


EDUCATING SUBCONTRACTORS 


Those are questions for you. But, of 
course, all of those questions have got 
to be answered by all your subcontrac- 
tors, too. Have you done anything yet 
to educate your subcontractors into what 
is necessary to terminate a contract? 
Have they got their records in shape? 
Do they know what it is all about ? 

In short, if you have important war 
contracts and you haven't a life-sized 
man who is now devoting his time to 
getting ready to terminate those con- 
tracts, you are not prepared for peace. 
You had better get him soon. 

In addition to that, if you have got 
any specialized costs or claims, under 
any of these contracts, for conversion, 
for changes in design, for a failure on 
the part of the Army or Navy or any 
other government purchasing agency to 
use the space or machinery which you 
have reserved for their needs, why, you 
want to formulate those claims now. 
You want to consider them. You want 
to get them in first-class shape. 

Finally, in some of these cost-plus 
contracts, if you haven’t read them for a 
while, the Government has obligated it- 
self not only to pay all the costs of con- 
version to war, but also to pay all the 
costs of conversion to peace. If you have 
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such a contract, it is high time to be find- 
ing out what you want to convert back 
into, and to get estimates, at least of 
what it is going to cost to do it. 

Despite the fact that the Army and 
the Navy are offering to their war pro- 
ducers in this war the fairest termina- 
tion clauses that the Government of this 
country has ever offered, the amount of 
time which it is going to take to termi- 
nate these war contracts and get the 
capital back into your treasury is not 
going to depend entirely on the Army 
or the Navy. It is also going to depend 
on you, and the degree to which you 
have prepared yourself beforehand to 
meet this situation promptly whoever 
does so, I am sure, will pay high divi- 
dends, because the fellow who is ready 
shortly after the war to present and 
prosecute a well-founded, well-set-up 
plan will get his money a lot faster than 
the fellows who wait until the war is 
over to take the first steps to find out 
what Uncle Sam owes them. 


CONSIDER CONVERSION COSTS 


My next item is with regard to con- 
version. Here again, we, the country in 
general, are not quite ready. We haven't 
adequate legislation on this subject, but 
we must assume that Congress is going 
to do not less than that which the Treas- 
ury Department admits, and that is, that 
the cost of reconversion and the cost of 
making up deferred maintenance of the 
war years are legitimate charges against 
the wartime profits of a contractor. The 
difference between industry, which has 
asked for the setting up of current re- 
serves year after year to cover these 
costs, and the Treasury is apparently 
this: that the Treasury is willing to rec- 
ognize these costs but only once, and 
that is after the war is over, and for 
that matter, after the costs are incurred. 
But at least, we must contemplate that 
such legislation will be in existence, and 
in addition to other carry-it-forward, 
carry-it-back provisions of the Revenue 
Act, there will be in existence when the 
war ends a provision which enables you 
to recover the cost of reconversion, the 
cost of making good deferred mainte- 
nance. But, mind you, of course, you 
are going to have to establish what your 
deferred payments were. If you haven't 
made any study of them yet, it is high 
time to get to work at it. 

If you haven’t determined what you 
are going to reconvert to, it is high time 
to begin to arrive at some decisions 
along that line. 

Again, when you decide what you are 
going to reconvert to, you are going to 
have a very important issue to face. You 
may have a thousand old machines that 
you could repair under the guise of de- 
ferred maintenance. Perhaps these thou- 
sand machines can be retired and the 
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cost of abandonment may go a substan- 
tial way toward retooling you for your 
new postwar product, with the latest 
and most up-to-date machinery in the 
country. A decision like that may be 
very fundamental to the competitive 
standing of the new product in the en- 
suing decade. If nobody in the war 
contractor is thinking about that prob- 
lem, it is high time he proceeded with 
pencil and paper. 

And then, again, in this connection, 
the carry-forward, carry-back provisions 
of the Revenue Act are entitled to the 
most intensive study by all those who 
are planning postwar conversion. A 
very substantial part of the cost of re- 
establishing a contractor in a new busi- 
ness, or of returning successfully to a 
previously established business can prob- 
ably be legitimately financed out of 
these carry-back, carry-forward provi- 
sions of the Revenue Act, for they cover 
not only losses, but they enable you to 
carry back unused credits of normal in- 
come in years in which you do not earn 
them, and you can amend the return of 
the last prewar year by adding the un- 
used concept of normal earnings of the 
year in which you make no profit or 
make little profit, and increase the 
amount of the former year’s earnings 
which were taxed at a normal rate, and 
decrease the amount of those earnings 
which are taxed at the excess profits tax 
rate, with the result that refunds of a 
very substantial part of the cost of mov- 
ing from here to there can legitimately 


be had. 
FINANCING VIA TAXES 


If you haven’t figured those out with 
reference to something that you want to 
do, I think you may be surprised to see 
how much of what you want to do can 
be financed out of taxes that you have 
already paid out of your war profits. 

Now, outside of termination, the 
Treasury Department also realizes that 
the conservation of cash and working 
capital on the part of contractors is go- 
ing to be very important in this postwar 
period. Here, again, we are not dealing 
with legislation, but we are dealing 
with what the Treasury Department has 
conceded—that all we have to do is to 
assume that this is going to be embodied 
in law. But under this proposal as sug- 
gested by Mr. Paul, the counsel to the 
Treasury Department, in any year or 
other reasonable period in which a cor- 
poration can see that it is either going 
to make a loss or is not going to con- 
sume its allowance of normal income, it 
can apply to the Treasury for a deferral, 
in whole or in part, of its current tax 
payments due, and shortly to become 
due, until the amount of the refund of 
this year is determined. 

In other words, you don’t have to pay 
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in these taxes and then siphon them out. 
You can hold things in suspense for a 
year until you determine the outcome 
and pay only the balance. Meanwhile, 
the tax accrual in your bank account and 
on your balance sheet remains as a part 
of your working capital, lawfully usable 
for other purposes. 

Finally, we have to form some idea of 
what these early postwar years are going 
to be like. I don’t know of any better 
way than to look back at history, in 
this case in order to lead to the hope 
that they are going to be different. 


WorLD War I REcoRD 


Many of you didn’t live through the 
last World War quite as consciously as 
some of us older fellows, but even to 
those of us who lived through the hell 
of the latter part of 1919 and the first 
half of 1920, it comes as something of a 
shock to realize that about two-thirds of 
all the economic damage of the first 
World War was done after the war was 
over. For instance, we raised wages twice 
as much after the Armistice of 1918 as 
we did during the whole period from 
1913 to 1918. During the period of the 
first World War, the general commodity 
prices in the United States Bureau of 
Labor Index, in which 1913 is a hun- 
dred, rose only to 173. But by July 
1920, we forced them up to 247. Wheat, 
which had been paid at $2.12 a bushel, 
went to $3.48 a bushel. The 1920 cot- 
ton crop, I think the second largest in 
the world’s history, on top of a very 
high crop in 1919, was pushed up on fu- 
tures to 43 cents a pound, the highest 
known price of cotton in commercial 
history. 

The idea got abroad that there were 
perfectly enormous shortages of every- 
thing, and temporarily, for a few 
months, undoubtedly that was so. But 
we engaged in the wildest orgy of spec- 
ulation in commodity prices after the 
last World War, and that is something 
that ought to be engaged in only by in- 
fants, at least those who are not dry be- 
hind the ears, because if you look at the 
question of producing an adequate sup- 
ply of raw materials, you will realize 
that while they can not be improvised 
overnight, once you really do begin to 
increase these supplies, the methods by 
which they are increased can’t be turned 
off overnight, either, and if there is one 
thing sure, it is that at the end of a pro- 
longed war, there will be practically 
maximum output of any required raw 
material so long as there is any reason- 
able demand for it, and, of course, it de- 
veloped that very shortly there was 
more than enough of everything, and 
by the latter part of 1920, you could buy 
any one of a dozen essential commod- 


(Please turn. to page 34) 








Cost Accounting as Applied to 
Contract [Termination 


The settlement of terminated fixed 
price supply contracts covering war ma- 
terials presents more or less complicated 
accounting problems. However, account- 
ing for the proper costs and reasonable 
profits to be recovered by the contractors 
in connection with these settlements re- 
quires no deviation from the well-estab- 
lished, sound cost accounting principles. 

Product cost, as determined under 
sound cost accounting principles, includes 
the cost of developing, producing, and 
marketing. 

Product development cost may be de- 
terminable for a specific product; it may 
represent an equitable allocation of gen- 
eral development costs applicable to a 
class of products of which the item in 
question is a part; or it may be a combi- 
nation of both specific and general de- 
velopment costs. 

The cost of producing is made up of 
the cost of the materials required and 
the cost of the direct labor and manufac- 
turing expenses directly or indirectly in- 
cidental to the various processes and oper- 
ations involved in the manufacture of the 
product. 

Regardless of the functional classifica- 
tions of expenses which may be necessary 
to reflect the accountability of supervision 
for purposes of control, the extent of de- 
partmentalization of factory expense to 
permit proper application to completed 
product cost is governed by the variation 
in the relative time required for the in- 
dividual operations in the production of 
the specific items. If all items produced 
in a plant or division require all major 
operations in all departments and the rel- 
ative time of each operation in relation 
to the total time required in the manu- 
facturing of each product does not vary 
materially, an overall factory burden rate 
for the plant or division may be suffi- 
cient for the development of completed 
product cost, for under these conditions 
the same approximate overall cost will re- 
sult from the use of an average rate as 
would be the result if department or ma- 
chine hour rates had been developed and 
applied to the individual operations re- 
quired in the manufacture and assembly 
of all the parts involved in a specific 
product. 

However, in compiling the cost of a 
partially completed contract, recognition 
may have to be given to departmental or 
production center burden rates applicable 
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to the specific processes or to types of 
operations completed, since the average 
burden rate of the completed operations 
may vary widely from the overall average 
of all operations. 


BURDEN RATES 


Thus, even though the use of an over- 
all average burden rate may have been 
and will continue to be sufficiently accu- 
rate for the planning and compilation of 
completed product costs, it may be ex- 
tremely desirable to work out (statisti- 
cally) departmental or production center 
overhead rates so that specific costs can 
be developed on a partially completed 
part or assembly in the event of termi- 
nation. These rates, as budgeted or deter- 
mined for each general type of process 
or operation, must be based upon a given 
set of uniform operating conditions which 
may be acceptable as reasonably normal. 

The composite of these individual rates 
represents an average overall rate. Thus, 
these rates can be adjusted proportion- 
ately up or down to reflect a reasonably 
accurate actual performance by reflecting 
in each the proportionate fluctuation in 
the overall average actual as compared 
with the budgeted overall percentage. An 
infrequent analysis reflecting the cost dif- 
ferential between various operations cer- 
tainly would be sufficiently accurate to 
use as a base. For example, if a study dis- 
closes that, based on an average rate of 
250 per cent. to direct labor, the produc- 
tion center rates covered thereby range 
from 50 per cent. to 600 per cent., and 
during an actual period of operations, the 


actual overhead rate increases to 300 per 
cent., a 20 per cent. increase in each of 
the rates in the range would appear rea- 
sonable. Thus the new range would run 
from 60 per cent. to 720 per cent. 

Having possession of detailed burden 
rates, not only will assist in working out 
specific costs in the event of termination, 
but will aid materially in establishing cost 
estimates of temporary fill-in new work 
which may be introduced on a job shop 
operation basis. 

A knowledge of cost rates which can 
be quickly adjusted in a practical man- 
ner to reflect a change, as evidenced by a 
change in the overall actual rate, may 
prove invaluable in view of all of the un- 
certainties, not only in termination, but 
in connection with future operations gen- 
erally. 


PROCEDURE AND OBJECTIVE 


In product cost accounting, the proce- 
dure followed must accomplish the ob- 
jective: to determine, as far as is prac- 
ticable, the correct cost of an item. Thus, 
consistency as to method of overhead ap- 
plication is only in order if it accomplishes 
the objective as related to the specific con- 
dition. The fact that overall overhead may 
accomplish the objective in computing 
completed product cost does not neces- 
sarily mean that its consistent use will 
produce the proper cost of the completed 
work of a partially completed contract. 

It might well be said that the fewer 
cost definitions which are attempted, the 
less confusion which will result—for any 
specific directives as to acceptable cost ap- 





other organizations. 





CHANGING WAR INDUSTRY PROBLEMS 


The rapid course that our war industry has followed, from the 
“tooling up’ stage to the present point at which, with productive 
superiority assured, we are now able to consider the current and forth- 
coming problems involved in war contract termination, is well ex- | 
emplified with the appearance of this article by Mr. McAnly. In 
September 1942, he discussed ‘‘Cost Accounting as Applied to War 
Production’ at the Eleventh Annual Meeting of the Controllers In- 
stitute of America in Chicago. Little more than a year later, the 
problems of cost accounting are now dominant in connection with 
contract terminations, of which there are already many, a develop- | 
ment that will increase as we march toward a victorious climax to the 
war. Mr. McAnly, a resident partner of Ernst & Ernst in Chicago, has | 
based this paper on presentations before various meetings in recent | 
months of local Controls of the Controllers Institute of America and | 
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plications must cover a specific set of con- 
ditions—and many different situations 
will exist. Possibly the emphasis should 
be placed upon the use of sound judg- 
ment in working out the accomplishment 
of the specific objectives—in a practicable 
manner. It is to be regretted that in the 
maze of apparent complexities—the sim- 
ple fundamentals of cost principles some- 
times are lost. 

Factory burden (with the possible ex- 
ception of expenses specifically relating 
to material procurement and handling), 
should be applied on the basis of the rela- 
tive time of plant capacity consumed. 

Thus overhead may be applied as a 
rate per machine or equipment hour or 
as a price per man hour, if man hours 
coincide with the required time of the 
process or as a percentage of direct labor 
(for convenience), if direct labor hours 
parallel the process hours or fabricating 
time and the individual labor rates per 
hour, within a department, process or 
function, do not vary widely. 

Thus, if direct labor reflects relative 
usage of plant capacity, it provides a prac- 
tical and sound base for factory burden 
application. The factory burden rate or 
rates required to properly reflect either 
partial or completed actual product costs 
should be based on the activity during the 
period covered by the contract or possibly 
on the activity during a fiscal period, if 
the period of the contract exceeded a fis- 
cal period. 

If the character of the operations re- 
quired in production varies materially as 
between specific products (partially or 
fully completed), a limited workable de- 
partmentalization or production center 
grouping of factory expense is in order to 
reflect the cost of the time required for 
the various processes in the manufacture 
of the individual products. Cost account- 
ants recognize that the attainment of ab- 
solute accuracy in overhead application 
is impracticable, due to the increasing 
number of allocations of indirect expense 
items as the groupings by departments or 
processes are expanded. Sound cost ac- 
counting principles permit the use of a 
limited breakdown of overhead for prod- 
uct cost determination which, in the final 
analysis, will probably approach the ac- 
curacy obtained by a more detailed group- 
ing without the attendant multiplicity of 
allocations of indirect costs. 


MARKETING Costs 


The cost of marketing includes admin- 
istrative and general selling expenses ap- 
plicable to all products, direct advertising, 
servicing and guarantee costs applicable 
to specific product classifications, and di- 
rect selling expenses occasioned by the 
particular channel through which an item 
is marketed. When a government agency 
is the .direct customer, certain of these 
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marketing costs practically disappear. 
When the product reaches the govern- 
ment through normal distribution chan- 
nels (an indirect sale), normal marketing 
costs continue to be incidental to the con- 
tract performance. 

Thus, product cost, as developed 
through the use of sound cost accounting 
principles, represents the total direct and 
indirect cost incidental to the develop- 
ment, manufacture, and sale of a specific 
completed or partially completed product 
to a specific type of customer. 

Cost, as defined in the War Depart- 
ment Termination Accounting Manual 
for Fixed Price Supply Contracts, in- 
cludes those costs which are necessary for 
the performance of the contract, are rea- 
sonable in amount, and are properly al- 
locable to the contract of the portion 
thereof under consideration and are de- 
termined in accordance with recognized 
accounting practices. It also states that 
the failure to enumerate specifically any 
element of cost in this definition is not 
intended to exclude any element of cost 
fairly includible in accordance with the 
general principles stated in this cost defi- 
nition. 

Thus, it might be stated that the defi- 
nition of CosT, as outlined in the Termi- 
nation Manual, is merely a guide which 
emphasizes the application of sound cost 
accounting principles and the exercise of 
good judgment. 

The standard termination article, as set 
forth in the War Department Procure- 
ment Regulations, paragraph 324 (and 
which should be included in all fixed 
price contracts), gives the Contracting 
Officer considerable freedom in working 
out an equitable settlement of the amount 
due for the uncompleted portion of the 
contract through permitting him and the 
Contractor to arrive at a settlement by 
negotiation. 

The purpose of the Manual, which is 
applicable only to negotiated settlements 
of fixed price supply contracts terminated 
for the convenience of the government, 
is primarily to guide government per- 
sonnel in their accounting review or ex- 
amination of settlements proposed by 
contractors so that the contracting officers 
may have a factual basis upon which to 
negotiate a settlement. 

When a fixed price supply contract is 
terminated by the government, the con- 
tractor prepares a statement setting forth 
his proposed settlement. The extent of 
independent review and verification of 
this statement is left to the discretion of 
the contracting officer. It is not necessary 
that a negotiated settlement be docu- 
mented with all the detailed evidence, 
such as is submitted in connection with 
cost-plus-a-fixed-fee contracts. The stand- 
ard termination article provides that the 
settlement will cover all costs of mate- 
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tials and work in respect to the uncom- 
pleted portion of the contract, the cost 
of approved commitment settlements with 
sub-contractors, a reasonable profit on 
the uncompleted part of the contract (un- 
less a loss on the entire contract is indi- 
cated) and, in addition, such sums as 
the contracting officer and the contractor 
may agree upon for expenditures made 
and costs incurred after the date of the 
termination for the protection of govern- 
ment property, and in connection with the 
settlement of this contract. 

Prompt partial payments to the con- 
tractors are provided for if, in the judg- 
ment of the contracting officer, such pay- 
ments are within the final amount due. 


NEGOTIATED OR FORMULA 
SETTLEMENTS 


The standard termination article not 
only provides for negotiated settlement, 
but also prescribes an accounting formula 
to be used in the termination of a set- 
tlement when agreement, through nego- 
tiation, cannot be reached. In a ne- 
gotiated settlement, the contracting ofh- 
cer is not required to follow its provisions, 
but the formula furnishes him with a gen- 
eral guide. However, this formula is 
rigid, in the event an agreement cannot 
be reached, and provides for the payment 
covering the uncompleted portion of the 
contract as certified and approved by the 
contracting office, as follows: 


(1) All actual expenditures and costs made 
or incurred with respect to the uncom- 
pleted portion of the contract; 

(2) All expenditures made and casts incurred 
in settling or discharging outstanding ob- 
ligations or commitments incurred with 
respect to the uncompleted portion of the 
contract; 
A profit on the uncompleted portion of 
the contract (determined by the contract- 
ing officer who estimates the profit which 
would have been realized on the uncom- 
pleted portion, if the contract had been 
completed and if labor and material costs 
prevailing at the date of termination con- 
tinued in effect). 


on 
Ww 


The use of the formula settlement, in 
the event a negotiated settlement cannot 
be reached, requires a detailed audit by 
Government representatives with the set- 
tlement on this rigid accounting basis. 
This involves a separation of the contract 
costs between the completed portion and 
the uncompleted portion which may be 
extremely difficult, and which can be 
avoided under negotiated settlements. 

Under ‘a negotiated settlement, it is de- 
sirable that the contracting officer be fur- 
nished with an accounting statement cov- 
ering the costs incurred by the contractor 
with respect to the uncompleted contract, 
and the rate of profit the contractor would 
have earned had he been able to com- 
plete the contract. The development of 
the contractor's own costs applicable to 
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the uncompleted portion may be deter- 
mined by either of TWO GENERAL 
METHODS: 


FIRST 

The inventory method in which the costs 
applicable to the uncompleted portion are de- 
termined by pricing inventory in. detail and 
adding thereto a profit allowance. 

It would seem that this inventory method 
would be practicable where the inventory con- 
sists largely of purchased materials and parts 
on which little or no work has been performed. 
Also, where a large portion of the contract has 
been completed and only a relatively small 
amount of cost is involved in the uncompleted 
portion. 

It is obvious that where the inventory 
method is used, thoroughly dependable unit 
cost information must be available which will 
make possible accurate pricing of materials and 
in-process inventory on hand. 


SECOND 

The total cost method. This provides for 
submitting the cost incurred on the entire 
contract to the date of termination, and a profit 
allowance at the indicated rate of profit. How- 
ever, if it is obvious that the indicated profit 
rate is abnormal and substantially in excess of 
any general pattern which may have been set 
through previous renegotiation proceedings, the 
profit allowance may be reduced to a reason- 
able margin. 

Deduction is then made for all payments 
which have been covering shipments and also 
deductions are made for payments to be made 
for completed units to be shipped. The residue 
then represents the amount due on the con- 
tract. This is further reduced by salvage cred- 
its for disposal of the inventory under instruc- 
tions. 

This total cost method will be used when 
unit cost information is lacking and particu- 
larly when the contract is terminated in the 
early stages of performance, since under these 
conditions it is difficult to determine a fair 
basis for the detailed pricing of an inventory. 


To the results obtained under either of 
these methods, are added approved sub- 
contractors’ claims, and costs incurred 
after date of termination as agreed upon, 
—such as legal, accounting, clerical, and 
other expenses necessary in connection 
with the discontinuance and termination 
of the contract and sub-contracts. Also, 
costs incurred with the approval of the 
contracting officer for the protection, stor- 
age, removal, transportation, sale, and dis- 
posal of property which the Contractor 
acquired or produced for the purposes of 
the contract. 

Under the total cost method, the pro- 
cedure, in substance, effects a renegotia- 
tion of the individual contract in the final 
settlement which, under certain condi- 
tions, may have the effect of rebating a 
portion of the profit on the completed 
items. However, under the inventory 
method, it would seem that at least the 
recovery of costs on the uncompleted por- 
tion is assured. 

It must be recognized that cost is being 
used as a basis in attempting to arrive at 
a selling price for the partially completed 


work. If the selling price of the com-° 


pleted article in the cost estimate had 
been built up by processes, it would cer- 
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tainly seem to be in order to determine 
a comparable selling price of the par- 
tially completed work by applying the 
process selling prices to the completed 
operations. The number of cases in which 
such information is available will be rela- 
tively few, but in those cases, for exam- 
ple, where the selling prices are deter- 
mined from published base list prices, 
plus extras for various supplementary 
processes, it would seem equitable to use 
such information in establishing a sell- 
ing price or claim value without resort- 
ing to cost determination to which a 
profit would be added. 


ELEMENTS OF ALLOWABLE COSTS 


Among the elements of allowable costs, 
specific consideration is given to depre- 
ciation by providing for a reasonable al- 
lowance at appropriate rates, based on 
wear and tear, including normal obsoles- 
cence. It does not allow as a cost of the 
contract the excess write-off through the 
use of the 20 per cent. minimum rate 
where the asset has been covered by a 
necessity certificate. On the other hand, 
if there is a loss of useful value arising 
from the termination of the contract, this 
loss (comparable to abandonment losses) 
may be allowed to the extent that such 
facility was acquired for the performance 
of the contract, and that completion of 
the contract would have provided suffi- 
cient margin above other cost to cover 
the amount claimed. If acquired for sev- 
eral contracts, only the portion properly 
allocable to the termination of the con- 
tract may be included. 

In the event equipment is abandoned 
and the depreciated cost is allowed in 
the settlement, the Contractor is required 
to protect the interests of the Govern- 
ment by transfer of title, by standby 
agreement, or in any other manner con- 
sidered appropriate by the contracting 
officer. 

There is also a limitation on engineer- 
ing and development, and special tool- 
ing similar to the limitations covering 
obsolescence of machinery and equipment 
and other facilities. The cost definitions 
provide that in no event shall the ag- 
gregate of these amounts included in 
costs be greater than the contract price 
payable, if the contract has been com- 
pleted, less the amount of all costs which 
would have been required to perform the 
contract completely excluding such engi- 
neering and development, special tool- 
ing, obsolescence of machinery and equip- 
ment, and other facilities. 

It is obvious that some settlements 
can call for no profit since the perform- 
ance indicated an overall loss. While no 
profit will be permitted on the uncom- 
pleted portion to offset the loss on the 
completed portion, provision is made for 


the payment of full costs for the work 
performed on the uncompleted portion— 
in other words, the contractor does not 
have to absorb a loss on the uncompleted 
portion simply because he sustained a 
loss on the completed portion. However, 
payment of full cost for work performed 
on the uncompleted portion is limited so 
that total outlay in the contract settle- 
ment cannot exceed total amount of orig- 
inal contract. 

In cases where the settlement proposed 
by the contractor does not justify any al- 
lowance for profit, interest on borrow- 
ings can be considered as an item of cost 
to the extent that such borrowings were 
used and were necessary for the perform- 
ance of the contract or the portion under 
consideration. As a practical matter, it 
would seem, under these conditions, that 
interest expense in connection with a 
working capital loan would thus become 
an item of general administrative expense 
allocable to all products. 

Common materials, that is, materials 
which have been purchased jointly for 
the contract in question and for other 
contracts, can be included in proportion 
to the ratio of the requirements of the 
uncompleted portion of the contract at 
the date of termination to the total re- 
quirements for such material, taking into 
consideration all of the business of the 
contractor. 


ADMINISTRATIVE Costs 


Probably the most troublesome items 
of cost, which must be considered, are 
general overhead items, particularly ad- 
ministrative costs. The Termination Man- 
ual states that any recognized basis of 
applying this cost is acceptable. Many 
companies develop a ratio of administra- 
tive expense to total cost and the applica- 
tion of this percentage to the total cost, 
under either the inventory method or 
the total cost method, would appear ac- 
ceptable. However, many companies, in 
an attempt to obtain a more equitable 
allocation of administrative cost, where 
varying relative quantities of materials are 
required, use direct labor or cost of con- 
version (exclusive of materials) as the 
base in arriving at the allocation of ad- 
ministrative cost. 

It must be recognized that any basis 
used is merely one of attempting to weight 
product units, and that where material 
content cost varies greatly in proportion 
to total costs in different items produced, 
a more equitable distribution between 
completed products usually results when 
material costs are eliminated from the 
base to which the administrative percent- 
age is applied. Of course, the use of this 
basis presupposes the completion of all 
contracts. The fact that a company may 
apply administrative expense to direct 
labor or conversion cost in determining 





QQ) pmachuns 


— AP | |e | oy Pe 


— 
T> 


site 


tai 
vat 
fro 
as 


cos 
wit 
rew 
lab 
call 
cod 
seq 
con 
Th 
duc 
plic 
of : 
and 
stru 
Visi¢ 


rN 


 -_ er ft 


len 
the 
nt- 
his 

all 
nay 
ect 


ing 








completed product cost would penalize 
it if it were permitted only to apply this 
percentage to direct labor or to conversion 
cost in determining the administrative 
cost on the uncompleted portion of a 
contract. 

Under these conditions, such a com- 
pany should determine the total admin- 
istrative expense which would have been 
absorbed on the labor on conversion cost 
basis, had the contract been completed. 
The amount thus determined, based on 
the completed contract estimate, could 
then be expressed by a percentage rela- 
tionship to the total cost of material, labor 
and burden on the specific contract, and 
this percentage applied to the material, 
labor and burden cost of the uncom- 
pleted portion of that specific contract. 


MATERIAL HANDLING CosTs 


It is stated in the Termination Manual 
that material handling costs should not 
be added unless the company’s records 
consistently provide for handling burden 
in this manner. It seems somewhat unfair 
to insist that procedures, which might be 
proper in the development of completed 
product costs, should not be altered to 
correst an inequity which would otherwise 
be present in determining the cost of an 
uncompleted contract. It is obvious that 
no company is in business for the purpose 
of taking contracts and expecting them to 
be consummated through cancellation. 
Therefore, it is also obvious that no prac- 
ticable accounting and cost procedure is 
intended to provide currently for all of 
the information which may be necessary 
to reflect in the records the cost in the 
sequence of incurrence at each state of 
process so that an all-inclusive accumula- 
tion exists, for instance, on the date a 
contract is terminated. 

It must be remembered that on many 
fixed price contracts, specification costs 
are developed, and some of the prerequi- 
site productive costs—such as develop- 
ment and engineering, tooling, and cer- 
tain other costs, such as scrap, rework, 
various labor allowances and variations 
from standard, and the like—are handled 
as a matter of convenience in overhead. 
However, all tooling and engineering 
costs which can be specifically identified 
with a particular product, as well as scrap, 
rework, and the cost of various types of 
labor allowances which might be specifi- 
cally applicable to a product, should be 
coded with identifications making sub- 
sequent analyses possible by products or 
contracts in the event termination results. 
Thus, these elements of prerequisite pro- 
ductive costs and losses specifically ap- 
plicable to a type of product (if they are 
of material amount), can be determined 
and the average overhead rates recon- 
structed so as to include the specific pro- 
visions covering these cost elements which 
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are applicable to the particular product or 
type of product covered by the terminated 
contract. 

Prerequisite productive cost, that is, 
specific development and engineering and 
specific tooling-up costs, should always be 
available from the records by products or 
contracts, although these items may be 
handled currently as overhead items. 

Administrative and selling expense may 
cover certain costs of material procure- 
ment or executive and sales or service ef- 
fort, and factory expense may cover cer- 
tain phases of material handling which 
are specifically attributable to a particular 
contract or type of product and which 
may not be applied equitably in compil- 
ing a cost of a partially completed lot or 
contract if included in average burden 
rates. When these costs are material in 
amount and represent additional cost of 
operations occasioned by a specific type 
of contract, it is certainly in order to seg- 
regate these costs and apply them spe- 
cifically to a partial contract cost, elimi- 
nating them from the average overhead 
rates applied. 

The fact that such costs are not carried 
continuously in the records on each spe- 
cific contract should not preclude the Con- 
tractor from constructing a proper appli- 
cation in connection with a specific trans- 
action. However, much of this type of 
cost is of a fixed character and merely 
represents a temporary diversion of fixed 
executive effort. To attempt to work out 
weighting factors for the distribution of 
this type of fixed cost against contracts, 
which take into consideration temporary 
effort applied and the sequence of in- 
currence so as to show that the relation- 
ship of this class of cost to total cost in 
the early stages of the contract is much 
greater than the final overall average, 
would seem to be in conflict with sound 
principles generally followed in cost com- 
pilation and estimating, for fixed over- 
head costs should be provided for in rela- 
tion to the relative capacity consumed in 
producing and marketing the individual 
products. 

We must keep in mind that there is also 
a definite limitation as to the inclusion 
of specific procurement, engineering, and 
administrative expense when the period 
of the contract overlaps the company’s 
fiscal year, for the items of expense in 
question may have been written off as 
operating cost against war profits in the 
previous year’s renegotiation settlement. 
Thus these items can hardly again be 
considered as operating cost in determin- 
ing an amount of accrued but uncollected 
operating cost. To reinstate them as oper- 
ating cost in substance recognizes that 
they were improperly treated as a charge 
against profits accruing from the previous 
year’s government business and thus in 
theory, at least, they would represent a 
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further amount due under renegotiation 
of the previous year. Thus, expenses 
which were not capitalized as inventory 
or deferred cost at the beginning of a 
fiscal period should not be used in re- 
flecting operating cost in determining the 
amount of a claim in the event of can- 
cellation. 


CANCELLATION AS ACCELERATED 
COMPLETION 


If we view each cancellation as merely 
the speeding-up of the completion of a 
contract and consider the operating cost 
covering the work performed on the par- 
tially completed unshipped portion of a 
contract as becoming a part of cost of 
sales, possibly it will serve to clarify the 
determination of the total recoverable 
cost. 

We should prepare for sound and prac- 
tical compilations on terminated contracts 
by providing for identification through 
the proper coding of original supporting 
data covering certain elements of costs 
such as engineering, tooling-up, scrap 
and certain specific material and labor 
variances. Then proper information can 
be developed from subsequent analyses 
to compile a specific cost of a terminated 
contract, but no change in the regular 
routine should be required if the existing 
procedure suffices for normal business cov- 
ering completed contracts. 

Possibly many settlements, as proposed 
by contractors, will contain no provision 
for profit. Certainly, in many cases where 
profit has been enjoyed, and immediate 
future business is available, with little 
Or no reconversion costs in the offing, ex- 
tensive arguments as to equitable profits 
would appear somewhat out of order. On 
the other hand, there will be many cases 
where the profit factor will be extremely 
important, particularly where the period 
of transition back to normal will be long 
and costly. It would seem that these fac- 
tors should have as great a bearing on 
reasonable profit allowance as the indi- 
cated trend of profit in the completed 
portion of a contract, for we must keep 
in mind that up to date, at least, there 
is no specific provision for reconversion 
costs to be specifically allowed as an ele- 
ment of cost. 

Industry has made unprecedented con- 
tributions to the prosecution of the war. 
In the final wind-up of the war’s business 
transactions, one of the accountants’ con- 
tributions should be to provide sane coun- 
sel, sound and practicable procedures, and 
refrain from the too theoretical approach 
which argues for that last dollar of cost 
and profit, for, in many instances, all or a 
substantial portion of the recoveries will 
be ultimately returned to the Government 
as a result of subsequent overall renego- 
tiation or as additional excess ‘profits taxes. 





The Controller, January, 1944 











tf 





As a solution to the problems posed 
by the Comptroller General’s contention 
that procurement agencies should not 
be permitted to make final settlements 
for terminated contracts without audit 
and approval of the General Account- 
ing Offices, the Controllers Institute of 
America, through its Special Committee 
on Termination Audit Procedures, has 
recommended the creation.by Congress 
of a government board to be known as 
‘The Contract Settlement Board,’ whose 
responsibility it will be to establish uni- 
form and adequate policies for the guid- 
ance of the several procurement agencies 
in the settlement of terminated con- 
tracts, and thereby avoid ‘one of the 
most disastrous bottlenecks in the his- 
tory of American business.” 

According to the recommendation of 
the committee, which is headed by 
Dundas Peacock, controller of the El- 
liott Company, Jeannette, Pa., the pro- 
posed board should be composed of 
representatives of each of the procure- 
ment agencies, with an independent 
chairman to be appointed by the Presi- 
dent, and should be supplemented by an 
advisory committee from industry. The 
Board would be responsible for disposi- 
tion of all materials acquired through 
termination, as well as of all govern- 
ment-owned surplus materials. Under 
the plan, the procurement agency hav- 
ing a preponderance of interest in a con- 
tractor’s claims would handle the matter 
for all the other war agencies concerned, 
thus avoiding unnecessary duplication 
in verifying claims. 

Under the plan advocated by The In- 
stitute, a prime contractor would be au- 
thorized to review and approve the 
claims of subcontractors, and to make 
final settlements not exceeding $25,000 
without being held liable for payments 
made in good faith within the limits of 
his authority. 


CLEAR-CuT AUTHORITY 


The Institute’s report recommends 
the delegation of clear-cut authority to 
the contracting agencies to make final 
settlements with contractors within the 
framework of policies and procedures 
established by the Contract Settlement 
Board. Such settlements, the report pro- 
vides, should not be subject to review 
by the General Accounting Office except 
in cases of suspected fraud, nor should 
the contracting officers be held person- 
ally liable for payments made, and 
which are subsequently determined to 


have been excessive, unless there is evi- 
dence of fraud. The possible financial 
risks to the government from a decen- 
tralized handling of settlements appears 
very small in relation to the certainty of 
intolerable delays which would be 
caused by a centralization of administra- 
tive authority. 


RENEGOTIATIONS VS. TERMINATIONS 


The declaration warns against con- 
fusing termination settlements with re- 
negotiation of contracts, which would 
unnecessarily delay the negotiation of 
the settlement, and advises that rene- 
gotiation proceedings be postponed 
when all—or a substantial portion—of 
a contractor's war contracts have been 
terminated pending final settlement of 
the terminated contracts. It also pro- 
vides that means be devised to insure 
that prime contractors will remit 
promptly to subcontractors payments 
received which are applicable to the sub- 
contractors’ claims. 

Arbitration, rather than court pro- 
cedure, in dispute cases is a part of The 
Institute’s plan. “All disputes about 
questions of fact should be submitted to 
an Impartial Arbitration Tribunal,” the 
report declares, ‘‘so that contractors will 
not be forced to accept unfair decisions 
of contracting officers because of the de- 
lay that would otherwise be experienced 
in obtaining settlement of their claims. 
The Tribunal should comprise a repre- 
sentative of the government, a repre- 
sentative of the contractor and an im- 
partial arbitrator, with an Appeal Board 
to pass on the Tribunal’s decision in the 
event that either party to the dispute is 
not satisfied. 


ADVANCE PAYMENTS 


“The Institute believes that many pro- 
posals for mandatory payments of sub- 
stantial portions of the claims will be 
dangerous to the government and might 
react unfavorably to industry. The Reg- 
ulation V-T loan procedure recently 
adopted will prove adequate for provid- 
ing essential funds in most cases. How- 
ever, to protect small concerns which 
may be unable to obtain Regulation V-T 
loans, The Institute recommends that 
advance payments be made by the pre- 
dominant procurement agency within 
60 days after application is made, and 
that such payment should constitute 90 
per cent. of the costs and overheads in- 
cluded in the claims, less any advance 








payments previously made, providing 
there is no evidence of fraud or of de- 
liberate inflation of the claims, and that 
the contractor is financially stable. We 
also recommend that when a portion of 
a claim is disputed, prompt payment 
shall be made of the undisputed portion 
of the claim. 

“Unless action is taken now to insure 
that the administrative machinery for 
settling terminated contracts will run 
smoothly and efficiently, the mass un- 
employment and financial ruin that 
would result would far outweigh the 
financial risk to the government from 
adoption of the program we have rec- 
ommended,” the report concludes. “We 
appreciate that business must share with 
government the responsibility for speedy 
settlement of terminated contracts, and 
that if business does not educate itself 
fully as to policies and procedures that 
will be established for the settlement of 
terminated contracts, governmental ef- 
forts to effect speedy settlements will be 
of little avail.” 


RECOMMENDATIONS 


The Institute’s recommendations are: 


( 1) The creation of a Contract Settlement 
Board which would be responsible for 
establishing policies and procedures for 
the guidance of the several procurement 
agencies in the settlement of terminated 
contracts. 

The appointment of an advisory commit- 

tee of industrialists to assist the Contract 

Settlement Board. 

( 3) The adoption of a practical procedure of 
verification of methods of computation 
and of components of the settlement 
claims by the procurement agency having 
a preponderance of interest in a contrac- 
tor’s claims, on behalf of all of the war 
agencies concerned, so as to avoid un- 
necessary duplication of effort in the vert- 
fication of the claims. 

( 4) That where the prime contractor under- 
takes to review and approve the claims of 
subcontractors, he be permitted to make 
final settlement of claims for less than 
$25,000 and should not be held liable for 
payments made in good faith within the 
limits of his authority. 

( 5) That reliance be placed on intelligent re- 
view of claims, and that in cases where 
audits appear te be necessary, they be 
carried out in accordance with the princi- 
ples of selective auditing. 

( 6) That termination settlements be not con- 
fused with renegotiation of contracts and 
thereby unnecessarily delay the negotiation 
of the settlement. 

( 7) That renegotiation proceedings be post- 
poned when all or a substantial portion 
of a contractor's war contracts have been 
terminated pending final settlement of the 
terminated contracts. 

( 8) That means be devised to insure that 
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prime contractors will remit promptly to 
subcontractors payments received applic- 
able to claims of subcontractors. 

That a committee be formed to be re- 
sponsible for disposition of all materials 
acquired through termination of con- 
tracts as well as the disposition of Gov- 
ernment-owned surplus materials. 

That disposition of surplus materails 
should be accomplished in an orderly 
manner so as to assure maximum recovery 
by the Government and minimum disrup- 
tion of the material markets. 

That contractor be given the right, if he 
desires, to remove materials applicable to 
terminated contracts from his premises 
and to store at Govenment risk and ex- 
pense if disposition thereof has not been 
ordered within 60 days after the inven- 
tory has been filed. 

That authority be delegated to the procure- 
ment agencies to make final settlement 
with contractors within the framework of 
policies and procedures established by the 
proposed Contract Settlement Board, with- 
out the settlements being subject to re- 
view and audit by the General Accounting 


(10) 


(11) 


(12) 


Office, except in cases of suspected fraud. 
That contracting officers be relieved of 
personal liability for termination settle- 
ments, except when there is evidence of 
fraud. 

That legislation be effected to enable dis- 
putes about questions of fact to be sub- 
mitted to an impartial Arbitration Tri- 
bunal for decision. 

That provision be made whereby advance 
payments shall be made by the procure- 
ment agency having a preponderance of 
interest in the claims of the contractor, 
within 60 days after application is made, 
of 90% of the costs and overhead in- 
cluded in the claims, less any advance 
payments previously made, providing 
there is no evidence of fraud or of de- 
liberate inflation of the claims, and that 
the contractor is not financially unstable. 
That when a portion of a claim is dis- 
puted, prompt payment shall be made of 
the undisputed portion of claim. 

That legislation similar to the Dent Act 
passed at the end of World War I be 
enacted now to correct defects in contracts 
entered into in good faith. 


(13) 


(15) 


(16) 


(17) 


Members of the committee, at the time 
the report was presented, included Messrs. 
David R. Anderson, The Kendall Com- 
pany, Walpole, Mass.; Thomas W. Din- 
locker, S K F Industries, Inc., Philadel- 
phia; George S. Dively, Harris-Seybold- 
Potter Co., Cleveland; Eugene C-. 
Hoelzle, Packard Motor Car Company, 
Detroit; Harry E. Kellogg, Link-Belt 
Company, Chicago; J. A. Keogh, Allis- 
Chalmers Manufacturing Co., Milwau- 
kee; Edwin E. McConnell, Norton Com- 
pany, Worcester, Mass.; Louis M. 
Nichols, General Electric Supply Com- 
pany, Bridgeport; Charles A. Packard, 
Worthington Pump & Machinery Corp., 
Harrison, New Jersey; Henry C. Perry, 
The Heywood-Wakefield Company, 
Gardner, Mass.; Roscoe Seybold, West- 
inghouse Electric & Manufacturing 
Company, and Francis D. Weeks, of 
the Lamson Corporation, Syracuse. 


Institute's Committee on Federal Taxation 
Offers Internal Revenue Amendments 


A special memorandum concerning sug- 
gested amendments to the Internal Reve- 
nue Code, which was prepared by the 
Committee on Federal Taxation of The 
Controllers Institute of America, and sub- 
mitted to the Finance Committee of the 
United States Senate, by Alger B. Chap- 
man, Attorney, New York City, on De- 
cember 4, 1943, has been sent to each 
member of The Institute. 

Because of the detailed nature of the 
recommendations they cannot be suitably 
presented in brief form. Readers of THE 
CONTROLLER will, however, be interested 
in the contents of the memorandum, a list- 
ing of which follows: 


I. Proposed Reduction in Excess 
Profits Credit Based on Invested 
Capital 

II. Prevention of Tax Dodging Prac- 
tices 

III. Postwar Reserves 

IV. Tax Benefit Rule for Deprecia- 


tion 
V. Involuntary Liquidation of “Life 
Inventories” 
VI. Accelerated Depreciation and Ob- 
solescence 
VII. Amortization 
VIII. Foreign War Losses—Recovery 


in Excess of Basis 
IX. Consents Extending Statute of 
Limitations 


X. Interest Rates on Deficiencies 

XI. Tax Payments for Interdepend- 
ent Taxes Should Be Applicable 
to All 


Excess PRoFits TAX 


XII. Domestic Corporations Operating 
Abroad Should Not Lose Excess 
Profits Exemption through Join- 
ing Consolidated Return 

XIII. Restriction of Section 742 (f) 
(1) to Adjustments in Cases of 
Duplication 

XIV. Foreign Tax Credit—Invested 
Capital Companies 

XV. Correction of Basis Adjustment 
in Section 720 

XVI. Application of Section 718 (c) 
(5) to Reorganizations 

XVII. Revision of Section 761 

XVIII. Correction of Section 722 with 
Respect to Possible Base Period 
Changes in Character of Business 

XIX. Base Period Adjustment for Pen- 
sion Trust Deductions 

CAPITAL STOCK TAX 
XX. The Capital Stock and Declared 


Value Excess Profits Tax Should 
Be Repealed 


In its introduction to the memorandum 
The Institute’s Committee pointed out 
that ‘“The members of the Controllers In- 


stitute are ever mindful of the urgent 
necessity that every dollar of income pos- 
sible be made available to the national 
government in time of war. The easiest 
answer would be, ‘Take everything.’ It is 
obvious that is not the correct answer, and 
also that any qualification results in less 
immediate revenue to the government. 

“The very high rates in effect in recent 
years have made all thinking men in this 
country aware of two facts about taxes 
about all. First, that there is a point in 
taxation beyond which the return to the 
government costs the nation too much; in 
other words, such a policy quickly results 
in reducing the sources of earnings on 
which taxes may be imposed. The second 
is that the higher the rates, the more es- 
sential it is that the law eliminate in- 
equities and inequalities. 

“It is the prerogative of Congress to 
determine whether the rates are already 
too high, or can be raised a bit more. This 
memorandum is addressed to those in- 
equities in the present law and in H.R. 
3687 which the high rates now in effect 
have magnified.” 

The Committee on Federal Taxation of 
The Institute is under the chairmanship 
of Mr. Oscar N. Lindahl, a past president 
of The Institute, who is vice president in 
charge of finance of Carnegie-Illinois 
Steel Corporation, Pittsburgh. 












Most controllers have met Marjorie 
Daw, watched her work, studied her pro- 
duction record and signed her salary 
check. Marjorie is a typical office worker 
engaged, as are countless thousands of 
her prototypes, in some phase of produc- 
ing the paper work that controls Amer- 
ica’s war production. 

Her days go by like pickets in a fence. 
Every morning a messenger deposits a 
new pile of work on her desk. Every 
night she leaves the office gray-faced with 
fatigue, leaving some part of that work 
still unfinished. 

Marjorie Daw, poor girl, is a victim of 
unnecessary fatigue. She’s a less useful 
member of a vital section of the home 
front because no office executive has ever 
helped her to attain comfortable full- 
time performance. She wants to do her 
work better, considers the overtime that 
she puts in at her desk as a form of en- 
listment for war-service. But, she’s always 
too tired at the end of every day to plan 
new ways to get more work done. 

It isn’t her fault that unnatural fatigue 
is the worst enemy of sustained produc- 
tion in any office. There are still too many 
office executives who do not yet realize 
that needless fatigue usually results from 
three principal causes. The first and prob- 
ably the most important is Marjorie’s in- 
ability to see. With her office manager, 
Marjorie shares the knowledge that all 
war production starts with a piece of 
paper and is controlled throughout every 
phase of every subsequent process by some 
kind of an order, billing or shipping form. 
Whenever she makes a mistake, someone 
reminds her that errors in the office hinder 
production in the plant. She knows that 
she can work no faster than she can see, 
so she’s learning the importance of light. 

If the office manager has studied prog- 
ress in the plant, he has found that light- 
ing maintenance has assumed entirely new 
importance. Washing lamps and fixtures 
often can help to relieve eyestrain. Wash- 
ing walls and ceilings is another almost 
infallible aid. 

Marjorie has also learned a little about 
the economy of convenience. There have 
been miany days since she took her war 
job when she has spent a great deal of 
time trying to collect the materials she 
needed in her work. Leaving her desk for 
a trip to the file room, with a stop on the 
way back to gather supplies, cuts down 
her efficiency and contributes to fatigue. 
Carrying work from the business machines 


New Steps to Office Efficiency 


By Wilford L. White 


on her desk to a typewriter at the other 
side of the room again reduces her efh- 
ciency. These are little things, but they 
add up to a staggering total of time lost. 

At her desk, with everything she needs 
around her, she may still be losing time 
that simple changes could save. On an 
orthodox desk, the level from which she 
reads the figures to be transcribed is usu- 
ally lower than the level of the keyboard 
of her figure-processing machine. Any 
plant production man, who stood behind 
her to watch her work, immediately 
would see that every operation forced her 
to raise one shoulder and throw her spine 
out of normal line. If she were working 
at a lathe, someone would change things 
quickly to make her more comfortable and 
lift her potential production by relieving 
strain. 

Every plant production man knows that 
each production process, reduced to its 
simplest terms, involves just one man and 
one machine. Automatic equipment still 
requires the guidance of mind and hand 
to keep it operating at its highest efh- 
ciency. If some of the man’s time can be 
saved, machine time also can be saved and 
production thereby increased. Most ma- 
chines are complete units with hoppers to 
supply a continuous flow of parts, a chute 
to deliver them to the operator's hand, 
and conveyor belts to carry away finished 
products. No muscle-miser or second- 
saver is too trivial to warrant serious con- 
sideration in the battle of production. 

In the final analysis, office work re- 
duces to the same basic formula. A busi- 
ness machine, a desk and a chair constitute 
the major tools of an office worker. The 
integration of office tools is an important 
preliminary step in the production of pa- 
per work. The improvement of these tools, 
the intelligent use of hammers and saws 
to adapt present office furniture and make 
it perform the same function as the hop- 
pers, chutes and conveyors in the plant 
is vital to the comfortable full-time per- 
formance of Marjorie Daw and her thou- 
sands of co-workers in offices everywhere. 

Efficient production in war plants every- 





where has tremendously increased office 
work. Fortunately, a study of modern 
methods in plant production indicates new 
ways to improve paper work in offices. 
For many years, in the Statistical Depart- 
ment of a large lamp manufacturer, A. H. 
Stricker applied the proven principles of 
plant production to office operation. 
Working with a variety of types of 
business machines and office furniture, 
Stricker conducted a series of long-term 
experiments. His first study dealt with 

















Unitized operations promote efficiency 


the assembling of office units, rather than 
individual pieces of office furniture and 
equipment. His second experiment dealt 
with the functionalizing of office equip- 
ment. When his study started, these were 
the questions he asked himself. 

How can the principles of plant production 
be applied to office work? 

How can business machines and office fur- 
niture be integrated to make it easier for 
an operator to do a job right than wrong? 

What happens when you unitize an office 
operation, then what need be done to make 
the equipment functionalize? 


Scattered through all of the offices he 
studied, were two or more pieces of es- 
sential equipment which complemented 
each other and could only gain maximum 
usefulness when they were combined. To 
make changes for the better, as every con- 
troller knows, an office need not resemble 
the splendor of the Waldorf Astoria. Any 
office, no matter how plain, can be rear- 
ranged so that it will lift the morale and 








| SMALL EFFORTS: BIG SAVINGS 

| Practical pointers for improving office operations are provided in 
this article by Dr. Wilford L. White, Chief, Regional Research Unit, 
United States Department of Commerce, Washington, D. C. In these 
cost-conscious, worker-shortage days, it should prove helpful. 


—THE EDITOR 
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The Arabs 
had a number for it! 











Tis ad is about nothing. We mean it— 
nothing. Nought. Zero. Ought. Cipher. 
. . . But don’t get us wrong. The zero is 
just about the most important invention in 
the history of mathematics. 


e An Arab used it for the first time cen- 
turies ago. (Although he may have got it 
from the Hindus.) Don’t ask us his name 
or where he lived or when. Maybe he was 
a boss-man, like a sheik or a caliph. Or 
maybe he was some little-shot who couldn’t 
even pay the mortgage on his camel. We 
don’t know. History doesn’t tell us. 


e There’s another figure-work invention— 
only it’s 20th century. We do know its 
name—and we don’t need history to tell 
us—because it’s being used today for up-to- 
the-minute, objectively interpreted facts and 
figures. It’s so intimately associated with 
adding-calculating machines—so closely 
connected with getting a job done quickly, 
economically and accurately—that misin- 
formed people have frequently misused the 
name as part of every-day language. Actu- 
ally, it is a trade-mark registered in the 
U. S. Patent Office, it belongs exclusively 
to us, and the name is: 
or eee 

FELT & TARRANT MANUFACTURING CO. 
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amplify the energy of employees and in- 
crease the ease with which they work. 
When all of the equipment needed by 
any individual office worker has been 
assembled as a unit, startling new econ- 
omies can be effected. The integration of 
desk, chair, business machine and worker 
can establish new standards of perform- 
ance. With supplies close at hand and files 
easily accessible, the more efficient com- 
bination of present equipment can help 
office operators produce more and better 
work with less effort. 

A brief study of an assembled unit 
immediately establishes the economy of 
convenience. Pictured on the preceding 
page is a completely unitized operation. 

The cut-away section of the desk, hous- 
ing the comptometer on its felt pad, gives 
the operator normal working levels for 
both papers and machine. Ample general 
illumination provides plenty of light for 
easy seeing and the tone of the desk 
top avoids harsh contrasts between the 
working-surface and the work. A supply 
cabinet, regularly restocked to hold all 
needed supplies, is within easy reach. The 
typewriter stand occupies its normal work 
position and the file, while easily acces- 
sible, does not interfere with the flow of 
work. Minimum motion is the key to this 
more efficient office operation. Savings in 
effort and energy result in a greater vol- 
ume of more accurate work. 





Direct line operations aid related work 


Placing the desks of the workers doing 
related tasks as close together as_prac- 
ticable, in the direct line of the move- 
ment of the work, facilitates a continuous 
smooth movement of all of the paper 
work in a given activity or department. 
The arrangement pictured here results in 
more efficient and economical performance 
of the work and materially reduces occu- 
pancy expense. 

Executives are proud of the fine rest 
rooms and recreational facilities provided 
for employees and these aids to morale 
are very important. Reasonable noise con- 
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trol, good air and proper lighting are not 
only praiseworthy but vital to efficient 
Operation and can result in increased out- 
put and fewer errors. 

Business machines, themselves, cause 
part of the noise that upsets ordinary office 
operation. Simple things like felt pads for 
typewriters and figure-processing machines 
often help tremendously. New light cov- 
erings for dark desk tops can reduce con- 
trast between the working surfaces and 
the work and can materially increase the 
ease with which work is done. 

After he had integrated his tools for 
better office production, Stricker started a 
study of the ways in which he could im- 
prove upon standard equipment. Remem- 
bering the hopper that held parts, the 
chute that put them at the operator’s hand, 
and the conveyor that carried them to 
other machines in the plant, Stricker 
weighed a number of familiar office com- 
binations and found them wanting. His 
study started, simply, with the careful con- 
sideration of all of the essential features 
that must be incorporated into a single 
unit to make a piece of office equipment 
truly functional. 

A great and growing volume of sta- 
tistical reports directed his attention to 
the punching of tabulating-machine cards. 
With the lesson taught by hopper, chute 
and conveyor still firmly in mind, Stricker 
took a long look at a key-punching opera- 
tion. Working under conditions which 
were then perfectly sound, the operator 
transcribed all figures from papers that 
lay flat on the desk beside her. Calling 
in a carpenter, Stricker went to work to 
make his equipment fit the operator's 
need. He reduced the height of the desk 
front to 26 inches, thereby placing the 
work at an entirely different angle and in 
a new position. Both finished and un- 
finished work, formerly stacked on the 
ledge, were neatly stored and four drawers 
held a total of 10,000 reserve cards, elim- 
inating frequent daily trips to card sup- 
plies, minimizing warpage and spoilage. 

Then came the result, a result that every 
plant-production executive could have con- 
fidently forecast. An organized and sys- 
tematized procedure emerged from the ex- 
periment, good housekeeping provided a 
place for everything and kept everything 
in its place. Operators began to produce 
more cards in less time with fewer errors. 
There was real economy! And, amazingly 
enough, floor space requirements for the 
entire activity were materially reduced. 

At this stage, the simple arithmetic of 
profit and loss became increasingly evi- 
dent and Stricker found that he couldn’t 
afford to go on doing his key-punching 
in the orthodox way. Many a mickle was 


making a muckle, every small gain was 
precious. The minute that a unit became 
truly functional, the worker who used it 
began to do more accurate work in less 
time with less effort. 

Today that study seems long ago and 
far away. Everyone knows the progress 
that has been made. Desks developed, eye- 
level copy holders were perfected, work 
levels lowered for comfortable full-time 
office production. And, when all these 
essential features had been incorporated as 
a unit, then office workers had the first 
piece of functional equipment. 

That first complete cycle of successful 
experiments served to show how much 
remained to be learned. Together, Stricker 
and the members of other office equip- 
ment organizations studied his early con- 
clusions, went to work on the functional- 
izing of calculators and bookkeeping 
equipment. 

Although it is almost human in its abil- 
ity to do the work for which it is de- 
signed, any office machine is only a piece 
of figure-processing equipment. It is neces- 
sary, therefore, to provide space to re- 
ceive and dispose of work, space which 
permits the orderly arrangement of all of 
the materials common to a particular 
job. Forward thinking in the field of 
office equipment, now, will result in the 
future development of new units to per- 
form functional jobs. But, how can Strick- 
er’s findings help today? Until victory is 
won, how can office executives, buried 
under paper work, haunted by the ever 
smaller number of office workers, harried 
by their inability to get new machines and 
equipment, profit from the plan outlined 
here ? 

Fortunately, there are a number of ways 
to make better use of the office tools we've 
got. Every office executive knows that 
rhythm is essential to fatigue-free pro- 
duction. With half an eye, he can see 
what happens when a desk is functional- 
ized. Study the cut-away section of this 
adapted desk, a change that any office 
man can order and accomplish. The cal- 
culator and the papers from which the 
work is done are now in proper functional 
position, rhythm has returned to the opet- 
ation and substantial increases in produc- 
tion result. 

To gather and improve the tools of 
paper-work production, to help Marjorie 
do more work in less time with less ef- 
fort, to arrange for the lighting that will 
let Marjorie see quickly and clearly are 
things that any controller can order and 
accomplish NOW! The inevitable result 
is a reduction in errors and effort plus 4 
startling saving in labor hours. What 
more could a controller ask? 





vays 
e’ve 
that 
>r0- 

see 
nal- 
this 
fice 
cal- 
the 
nal 


luc- 


of 


rie 


vill 
are 
ind 
sult 
5a 
hat 


The Controller, January, 1944 











a er we 
—_ 
_ 


TAXATION---One of America’s 
Biggest Industries! 


With an estimated volume of some 27 billion dollars 
for 1943, taxation takes a top place in the ranks of 
American “big business.” No other economic activity 
touches so intimately the lives and fortunes of us all. 
















Accordingly nowhere else is prompt, accurate, 
and continuing information about new 
developments so important to the effective 
conduct of corporate and personal business 
affairs as in the field of federal and state taxation. 
It is here that the dependable CCH loose leaf 
tax and business law reporting Services play their 
essential parts. 


There is a CCH loose leaf Service for every 
live and important phase of tax and 
business law. May we send details? 
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(Obviously no attempt has been made here to pic- 
ture the various lines in their true proportions.) 
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COMMERCE) CLEARING HOUSE, ING., 
PUSLISHERS OF LOOSE LEAF LAW REPORTING SERVICES 


NEW YORK 1 CHICAGO 1 WASHINGTON 4 
EMPIRE STATE BLDG 214 N. MICHIGAN AVE. MUNSEY BLDG. 
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PAPER 
& WAR 


Wars have always stimulated 
scientific advancement. Consider 
the marvels we already have from 
this war —and those promised 
for the days of peace. Yet, no 
one has discovered a better fiber 
than cotton for the making of 
enduring high quality writing 
and record papers. Paper manu- 
facture has been improved —but 
the basic, practical material for 
high quality paper is still cotton. 

For nearly a hundred years 
Parsons cotton fiber papers have 
been recognized as practical 
papers for permanence in fre- 
quently used records, also for 
faster, more legible results in 
daily use. 

Write today for Demonstration 
Folder of these superior business 
papers and see how they can be 
used in your business. 
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PARSONS PAPER COMPANY 
Holyoke, Massachusetts 
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PENSION PLANS 
(Continued from page 11) 











Mr. Goldstein said, “a plan which overcomes 
these and other disadvantages and lack of 
flexibility of the typical annual premium re- 
tirement income type of contract through a 
combination of the use of a low premium 
contract such as ordinary life, life paid up 
at 65, etc. combined with a special self-ad- 
ministered investment account, generally in- 
vested in government bonds, or other legal 
securities. By such a combination, flexi- 
bility is developed. 

“Also, such a plan combines the advan- 
tages of an entirely self-administered plan 
and at the same time overcomes certain dis- 
advantages which are inherent in an en- 
tirely self-administered plan especially in 
connection with the smaller and medium- 
sized business organizations.” 


Experience Rating Adoption Being 
Pressed in New York State 


Active consideration is being given by the 
members of The Institute in New York State 
to the revived efforts underway in connection 
with that state’s proposed adoption of experi- 
ence rating. New York is one of seven states 
which do not have the experience rating plan 
in effect. 

On November 29, a meeting sponsored by 
the Buffalo Control of The Institute and the 
Buffalo Chamber of Commerce, and attended 
by a large, representative group of employers, 
evidenced a definite interest in the promotion 
of legislation to establish experience rating 
in unemployment compensation within the 
state, after an address by Frank B. Cliffe, As- 
sistant Comptroller of General Electric Com- 
pany, of Schenectady. 

T. L. Evans, treasurer of J. N. Adam & Co., 
of Buffalo, who is a member of The Institute 
and past president of the Philadelphia Con- 
trol, and who was active in developing the 
Buffalo meeting, was subsequently a member 
of the panel which discussed the subject at 
the December 16, joint luncheon meeting of 
the Syracuse Control of The Institute and the 
Syracuse Chamber of Commerce. Mr. Cliffe, 
again at this meeting described experience 
rating and explained the benefits which would 
result from its adoption. Travis H. Whitney, 
chairman, New York State Employers Con- 
ference, also participated in this program. 

The directors of the New York City Con- 
trol at their December 15 meeting likewise 
took steps to bring the subject to the atten- 
tion of controllers in the metropolitan area, 
and scheduled a luncheon meeting for early 
in January at the Hotel Shelton, at which Mr. 
Cliffe was to be invited to present the sub- 
ject. 

Advocates of experience rating point to the 
successful record in the states which have 
adopted the program. Pennsylvania joined the 
group during the past year, with its program 
going into effect on January 1, 1944, and 
Congressional adoption of experience rating 
also took place during the past year for the 
District of Columbia. 

Under experience rating the New York 
State tax rate on taxable payrolls would, it 
is stated, be between 1 per cent. and the pres- 
ent 2.7 per cent., which is calculated at 4 
saving of $170 for each $10,000 of taxable 
payroll. The unemployment insurance balance 
in New York, on August 31, 1943, of mote 
than 500 million dollars, after adjustments, 1s 
pointed to by the advocates of experience tat 
ing as another reason for adoption of the pro- 
gram, for it would make possible a tax reduc- 
tion of 70 to 80 million dollars a year with- 
out effect upon the state budget. 
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A Single Writing Does It 


No more inside manufacturing de- 
lays caused by confusion about what 
raw material has been received, 
passed inspection and is in the store 
bins. 

No more acceptance of goods not 
up to standard, or substituted with- 
out authority. 

No more bills paid for merchan- 
dise not received. 

And no more wasteful rewriting of 


receiving and inspection records. 

The new purchase order system 
worked out with Mimeograph dupli- 
cation assures complete and accurate 
control over all purchased parts and 
raw material—from start of the order 
until the last nut or bolt passes in- 
spection, reaches the stock room, 
and is paid for. 

The remarkable thing is that all 
the paper work needed to do this— 
purchase order, receiving and _ in- 
spection forms—in sufficient quan- 


tities to go to everyone concerned — 
is produced from one original writing. 


NEW FREE FOLDER 
GIVES FULL DETAILS 
Don’t miss getting full 
details on this practi- 
cal and efficient new 
system that solves one 
of the serious problems 
of industry today. 
You'll find a complete 
explanation in our new folder, “Complete and 
Accurate Control over Purchased Parts and 
Raw Material.” Send for your copy today. 
The coupon below is for your convenience. 

















Mimeograph duplicator 


MIMEOGRAPH is the trade-mark of 
A. B. Dick Company, Chicago, 
registered in the U. S. Patent Office. 








A. B. Dick Company, Dept. Q-144 | 
720 W. Jackson Blvd., Chicago 6. | 
Send me a free copy of the folder, “Complete and Accu 

rate Control over Purchased Parts and Raw Material. 
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REVIEWS of Recent Business Publications 


Dickinson Lectures: Nos. |, 2, 3, 6 


“ACCOUNTING IN THE ADMINISTRA- 
TION OF LARGE BUSINESS ENTER- 
PRISES,” by Chas. A. Heiss. Published by 
Harvard University Press, Cambridge, Massa- 
chusetts. 68 pages. $1.25. 

This book constitutes the sixth in the series 
of papers given in the Dickinson lectureship 
at the Harvard School of Business Administra- 
tion. Mr. Heiss was the Comptroller of the 
American Telephone and Telegraph Company 
for over twenty-two years and is a member of 
The Controllers Institute. He writes from a 
rich experience in the practical problems en- 
countered in a long and successful business 
career. 

It is noteworthy that during his entire period 
of controllership Mr. Heiss signed the financial 
statements included in the annual reports of 
his Company. 

This little book covers briefly quite a number 
of subjects, among them Internal Audits and 
Verifications, Statistics, Depreciation, Budgets, 
Cost Accounting, Systems and Machine Ac- 
counting. 

These few pages will be found interesting to 
anyone concerned with accounting, even though 
the influence of the procedures and manage- 
ment policies practiced in the Bell System is 
apparent in every chapter. 

Reviewed by RANDOLPH LANE. 


“DICKINSON LECTURES IN ACCOUNT- 
ING.” By George O. May, Sir Laurence Halsey 
and William A. Paton. Published by Harvard 
University Press, Cambridge, Massachusetts. 
131 pages. $2.00. 

This book constitues the first, second and 
third in the series of Dickinson Lectures in 
Accounting at the Harvard Graduate School of 
Business Administration. The reviews of the 
fourth and fifth lectures appeared in the Jan- 
uary and June, 1943, issues of THE CONTROL- 
LER. The papers given in the first three years 
of the Dickinson lectureship are here brought 
together in one volume: Improvements in Fi- 
nancial Accounts, by George O. May; The Posi- 
tion of the Public Accountant in Relation to 
Business and Government in Great Britain, by 
Sir Laurence Halsey; and Recent and Prospec- 
tive Developments in Accounting Theory, by 
William A. Paton. 

Two of the authors in the present volume 
deal with accounting developments in the 
United States, the other author with the con- 
tribution of accountants to business and govern- 
ment in England. 

George O. May in the first lecture points 
out the influence of The Federal Trade Com- 
mission, the Securities and Exchange Commis- 
sion, the Interstate Commerce Commission and 
the Bureau of Internal Revenue. Mr. May gives 
quite some space to the Problem of Uniformity 
and Practical Lines of Improvement. 

Sir Laurence Halsey discusses in an interest- 
ing way the Public Accountant in Great Britain, 
who, as most controllers know, occupies a posi- 
tion of great dignity in that country, being ap- 
pointed by the stockholders and taking an im- 
portant part in liquidations and reorganizations, 
acting as arbitrator in trade disputes and also 
as advisor to the government. 

Professor Paton in his topic, Accounting 
Theory, presents perhaps the most interesting 
of the three lectures. Using a mere forty-four 
pages, he easily could have used double the 
space and not exhausted this subject. As it is, 
he merely whets one’s curiosity and makes one 
wish he had not been so brief. He leaves one 
with the urge to pursue the subject further. 





There may be those who do not agree with 
everything written in this book, but it is worth 
while I think, to give these and the other lec- 
tures our careful consideration. 

Reviewed by RANDOLPH LANE. 


Two Books on Internal Auditing 


INTERNAL AUDITING: A NEW MAN- 
AGEMENT TECHNIQUE. Edited by John B. 
Thurston. Published by Brook and Walkton, 
Stamford, Connecticut. $3.50. 

Among the more recent developments in cor- 
porate accounting is that of the internal audit- 
ing department, developed as a means of facil- 
itating the auditing examinations of outside 
accountants. This volume, edited by Mr. Thurs- 
ton, Internal Auditor of the North American 
Company, is a symposium of addresses, dis- 
cussions and other material developed under 
the direction of The Institute of Internal Au- 
ditors. 

A member of The Controllers Institute, Mr. 
F. S. Reitzel, Sun Oil Company, Philadelphia, 
has contributed the opening chapter on ‘“‘Mod- 
ern Internal Auditing.” Mr. Thurston, of The 
North American Company, New York, who 
originated the proposal to organize The Insti- 
tute of Internal Auditors in 1941 and who 
served as its first President, is likewise a mem- 
ber of The Controllers Institute, which receives 
several interesting references to its program in 
the course of the book. Mr. Thurston, besides 
serving as editor, is included among the con- 
tributors with a chapter on ‘The Reporting 
Responsibilities of the Internal Auditor.” 


MANAGERIAL CONTROL THROUGH IN- 
TERNAL AUDITING. By Victor Z. Brink. 
La Salle Extension University, Chicago, Illinois. 
This sixty page booklet is one of the printed 
lectures of La Salle Extension University and 
was developed in cooperation with The Insti- 
tute of Internal Auditors, of which Major 
Brink is Research Director, to describe the man- 
ner in which management can make use of the 
services of internal auditors. The booklet is in 
six parts: (1) The General Nature of Internal 
Auditing; (2) Major Types of Internal Audit- 
ing Activities; (3) The Internal Auditing Pro- 
gram; (4) Audit Records and Reports; (5) 
The Place of the Internal Auditing Department 
in the Company Organization; (6) Co-ordina- 
tion of Internal Auditing With the Work of 
the Public Accountant and Conclusions. 
Reviewed by PAUL HAASE. 


Lessons from Canada 


“THE PRICE CONTROL AND SUBSIDY 
PROGRAM IN CANADA,” by Jules Back- 
man. Published by The Brookings Institution, 
Washington, D. C. 50 cents. 

As we in the United States work our way 
through the complexities and maladjustments 
of price control programs, we hear occasional 
remarks to the effect that ‘in Canada, they 
know how to handle it right.” 

Here, in a 68-page pamphlet, are the find- 
ings of Dr. Backman who states, after a 
study of the Canadian program, that it has 
been comprehensive and effectively integrated, 
that the fiscal policy (half of the war cost 
met by taxes, the other half by war bond 
sales) “has helped to keep inflationary influ- 
ences within controllable limits,” and_ that 
freezing of wages, tied to a relatively stable 
cost-of-living index, has been effective despite 
some necessary later modifications of price 
relationship. 


These achievements have been possible, it 
appears, because “‘all controls (except ration- 
ing) over a designated product at a given 
stage of production or distribution are handled 
through one administrator, to prevent conflict- 
ing actions,” because business has been asked 
to play an important part in determining price 
control methods, because complicated regula- 
tions have been avoided and housewives have 
“aided considerably in the enforcement of the 
general price ceiling.” 

In his conclusion Dr. Backman declares that 
“there seems to be no reason to anticipate a 
major rise in the general price level in Can- 
ada in the coming months.” 

What a comfort, could we be equally sure 
of like conditions in the land below Canada’s 
border! 

Reviewed by PAUL HAASE. 


NATIONAL INCOME AND ITS COMPOSI- 
TION, 1919-1938. By Simon Kuznets. Pub- 
lished by National Bureau of Economic Re- 
search, New York. In two volumes, $5.00. 

This study is the capstone of the National 
Bureau’s work in the field over the past twenty 
years and provides basic materials for determin- 
ing broadly how many billions can be appropri- 
ated to the armed services and how this diver- 
sion will affect civilian consumption. The esti- 
mates it contains give government a basis for 
overall economic planning, whether in war or 
in peace, and will provide business men, in- 
vestors, and labor leaders with information for 
anticipating demands for commodities, capital 
and labor. 


Commendations on Twelfth 
Annual Meeting 


ARTHUR R. TUCKER 
Managing Director: 

I wish to compliment you and all of those 
on the various committees, for the splendid 
program prepared for the Twelfth Annual 
Meeting. I think it was outstanding in in- 
terest, exceptional in speaker talent, and cur- 
rently helpful to all controllers and business 
concerns. 

I got a lot of good out of the meetings and 
I find that my time was well spent. 

D. F. ZEHRUNG 
National Screw & Manufacturing 
Company 
Cleveland 


Mr. E. B. Nutt, Chairman, 
Twelfth Annual Meeting 

I want to congratulate you on the excellent 
Twelfth Annual National Meeting. This was 
the first meeting of this type it has been my 
privilege to attend and I wish to say that 
it was the finest convention of any type I have 
ever attended. 

Due to the press of business, all of us be- 
come articulate in connection with things 
where we have some criticism to offer but 
rarely take the time to pass along a friendly 
word of commendation, so I wanted in this 
case to sit down and tell you how much | 
appreciated the general quality and caliber of 
the meeting because I know how hard you 
must have worked to put it over. 

A. L. WILLIAMS 
International Business Machines Corp. 
New York, New York 
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Wherever men are in action—in submarine or foxhole, 
in the Mediterranean or the Pacific—they must eat. 





and . 
A vast, complex mechanism of supply, transport and 
distribution is required to provide tons of meat, vege- 
- tables, dairy products and other foods for our armed 
forces all over the globe. 
The purchase, handling and distribution of all this 
: A. food are sciences entailing a tremendous amount of 
| i paper work—stock records, inventories, budgets and 
ent eye 
nie: Norden Bombsights other records familiar to quartermasters. 
my Years of experience in precision manufacturing } . , a 
hat are enabling Burroughs to produce and deliver From the war’s beginning Burroughs has been privi- 
ave Oe Sees eens Semen ees are ee leged to provide a great many of the figuring and 
precise instruments used in modern warfare. age : = 
b Shue Sinatins tik adenine thie ote ahd statistical machines which handle the figure work so 
e- ° . . . . 
ngs being produced by Burroughs for the Army, Navy, vital to this scientific planning. 
but U. S. Government and other enterprises whose 
dly needs are approved by the War Production Board. BURROUGHS ADDING MACHINE COMPANY e DETROIT 
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FIGURING, ACCOUNTING AND STATISTICAL MACHINES + NATIONWIDE MAINTENANCE SERVICE + BUSINESS MACHINE SUPPLIES 
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RECENT TRENDS AND 
POSTWAR PROBLEMS 


(Continued from page 17) | 











I would like to suggest a word of cau- 
tion when this deferred demand is 
thought of. An individual’s demand for 
an article cannot be deferred and pre- 
served 100 per cent. over a period of 
years. A part of the unsatisfied demand 
is lost during the interim. In spite of 
this leakage however, this consumer de- 
mand, tied in with available consumer 
purchasing power, is one of the most 
bullish supports to a postwar boom. 
Even the more conservative economists 
will agree that by the end of 1944, there 
will be an accumulated demand of 35 
to 40 billion dollars and for each year of 
war thereafter—if any—it will be in- 
creased 15 to 20 billion dollars. 

There is too, a deferred maintenance 
and replacement program for industrial 
equipment which will contribute to post- 
war prosperity. For example, one lead- 
ing national organization announced 
about six months ago that they would 
need at least 114 billion dollars of new 
equipment when the war is over. Re- 
construction abroad will provide an- 
other demand for American goods. How 
it will be financed is a moot question 
but American economic health is de- 
pendent on the health of the world so 
that we cannot shrug our shoulders to 
this problem. 

The postwar picture is not all one 
sided as I attempted to show in my 
earlier remarks. 

Of particular concern is the need for 
an improved government-labor-industry 
understanding. It is the belief of most 
orthodox economists that the role of 
government should be limited to creat- 
ing and maintaining a business atmos- 
phere of such quality that the spirit of 
enterprise will be nurtured and strength- 
ened. Government spending, they would 
say, should be relegated to the role of 
serving as a temporary cushion to count- 
eract adjustment that may be necessary 
or to help the economy work itself 
through a transition period. Its social 
security program should be maintained 
but it should not be extended to the 
point where it encourages the weak and 
shiftless, to be weak and shiftless, or 
penalizes the strong and ambitious. 





CONCLUSION 


During the consumer boom which 
will follow this war, this country will 
have an opportunity to work out a solu- 
tion to its most pressing problems 
namely, 


1. The relation of government to in- 
dustry and labor, and the relation of 
labor to industry. 
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2. National finances. 

3. The cost-price ratio or the national 
economy and the relation of manufac- 
turing costs to world market levels. 


If those problems can be reasonably 
solved during that period of grace, we 
may then look forward with confidence 
to a peace time boom exceeding any- 
thing that this country has ever experi- 
enced. If this country and its leaders do 
not take advantage of the consumer 
boom to put its house in order, serious 
basic difficulties will face American in- 
dustry. I have sufficient faith however, 
in the soundness of the American public 
to believe that those problems will be 
solved, and that after a period of re- 
conversion, the consumer goods boom 
with subsequent cost-price inventory ad- 
justments, a real boom based on both 
consumer and capital goods will emerge. 

We still have our basic resources and 
we still have brain and brawn. The 
world must have food, clothing and 
shelter as well as a satisfaction of luxury 
wants. In the future as well as in the 
past, the world will pay a premium for 
initiative, ambition, intelligence and re- 
sourcefullness. As in the past, those of 
us who display these qualities will be on 
top and those of us who do not, will 
fall by the wayside and will probably 
blame the passage of free enterprise. 
Any productive system, if it is sound, is 
able to undergo refinement and im- 
provement in order to show progress. 
In fact if changes are not introduced, 
that system will very likely die a natural 
death. While those changes are being 
made, many of us may be hurt and many 
unjustly so. Even though the rules of 
the game may be changed by these ad- 
justments, the basic function of the 
game will still remain and the demand 
and need for alert business managers 
will be greater than ever before. 





PREPARED FOR PEACE? 
(Continued from page 19) | 











ities for half and sometimes a third of 
the price at which they sold six months 
earlier. 

Of course, all that happened was that 
the peoples of Europe, who had been 
deprived of their normal civilian life for 
more than four years, found some way 
of coming into our market and buying 
what they needed. On top of that, the 
people of the United States decided to 
give these foreigners a run for their 
money. Everybody thought it would 
be a grand game to try to fill all their 
deferred requirements in about five min- 
utes. And so we had economically what 
could be compared to a theatre fire, 
where everybody is trying to get 
through the same exit at the same time, 
and, of course, everybody didn’t. It 


was four years after the first World 
War was over, thanks to this economic 
debauch on our part, that we really be- 
gan to recover. 

We cannot afford another such epi- 
sode in our economic history. We have 
some grounds for thinking that it won't 
happen. One of them is the formula- 
tion of the United Nations Relief and 
Rehabilitation Administration, which 
apparently will funnel in one place the 
essential demands of the civilian pop- 
ulations of the countries that have been 
at war, but, of course, we will-still have 
all of South America, which has been 
cut off from normal sources of supply, 
and we still will have all the pent-up de- 
mands of our own people, trying to get 
everything that they haven’t had for 
three or four years at once. 

Do not hope for a runaway situation 
such as we had twenty-five years ago. 
Let’s hope, on the contrary, that while 
we all want to get away from these con- 
trols under which we have had to live 
as this war has gone on, they are going 
to have to be gradually relaxed. We just 
can’t let this whole stream of demand 
run loose at one moment, or we will 
have economic prostration at the end of 
that, and we won't be giving jobs back 
to our soldiers and we won't be restor- 
ing the standard of living in this coun- 
try, but we will have an economic dislo- 
cation greater than any that the world 
has ever seen before. 

Therefore, in making our postwar 
plans, I do want to offer this word of 
caution. Think of it as a development 
which is going to be subject to restraints, 
some of them legal, and which also 
ought to be subject to our restraint as 
wise managers and businessmen, exer- 
cised in our own interest and in the in- 
terest of our consumers, our workers, 
and the public generally. 


Commend Annual Meeting 


Mr. E. B. Nutt, Chairman, 
Twelfth Annual Meeting 
The Annual Meeting of The Controllers 
Institute which you so ably planned was an 
unquestioned success. It was a splendid pro- 
gram and an exceptionally fine arrangement 
in all particulars: 
P. F. Boyer 
Republic Steel Corporation 
Cleveland 


Mr. E. B. Nutt, Chairman, 
Twelfth Annual Meeting 

Thank you very much for your kind letter 
of September 30 in connection with the 
Twelfth Annual Meeting of The Institute. 

In my opinion, the meeting was an outstand- 
ing success due to your able leadership and 
your untiring efforts. 

It was indeed a pleasure to work with you 
and to assist in a small way to the goal which 
you had set and which was reached with a 
wide margin. 

FRANKLIN W. RUTHERFORD 
North British & Mercantile Insurance 
Company, Limited 
New York, New York 
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MARSH & McLENNAN 


INCORPORATED 


Marsh & McLennan has developed many 
employee retirement plans, embracing 
the self-administered, insurance com- 
pany group annuity and individual con- 


tract methods of financing. 


The accredited actuaries of our Pension 
Department are available for impartial 


and competent counsel. 


70 PINE STREET - NEW YORK 


CHICAGO 
BUFFALO 
PITTSBURGH 
CLEVELAND 
COLUMBUS 
DETROIT 
INDIANAPOLIS 


MILWAUKEE SEATTLE 
MINNEAPOLIS VANCOUVER 
DULUTH MONTREAL 
PHOENIX BOSTON 

SAN FRANCISCO ST. LOUIS 

LOS ANGELES LONDON 
PORTLAND WASHINGTON, D. C. 
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Brief Items of Interest to Controllers 








Five Factors Are Influencing 
Pension Plan Adoptions 


Mr. J. W. Myers, Manager of the Insur- 
ance and Social Security Department of Stand- 
ard Oil Company (New Jersey) is the author 
of a recently published article entitled ‘“Em- 
ployee Retirement Plans Are a Business Neces- 
sity.” In the course of his discussion, Mr. 
Myers points to five factors which have con- 
tributed toward a growing awareness of the 
necessity of an employee retirement plan with- 
in business concerns. These factors include 
(a) the mortality rate below the age of 50 
has been reduced—with the result that our 
population is older; (b) labor turnover has 
decreased; (c) increasing competition has 
forced more efficient operation; (d) new atti- 
tudes toward the social responsibility of pri- 
vate enterprise have developed in the public 
mind; (e) Government has established a social 
security system. 


Conversion Plans 


A recent survey by the National Industrial 
Conference Board reveals that 42 per cent. of 
the companies responding plan to convert their 
expanded facilities to peacetime production. 
Use of the total plant, though probably at re- 
duced levels, is contemplated by 22 per cent. 
while eight per cent. plan to sell surplus facili- 
ties and seven per cent. intend to scrap their 
surplus capacity. 


Forecast for ‘44 


Brigadier General Leonard P. Ayres, vice 
president of the Cleveland Trust Company 
recently made these predictions for 1944: 

Victory over Germany. 

Continued increase in factory workers’ aver- 
age weekly earnings until the European war 
ends, when overtime payments “will decrease 
rapidly.” 

Higher coal prices, ‘but the increases will 
benefit the miners rather than the operators.” 

Wholesale prices up on the average not 
more than 10 per cent from 1943. 

An increase of 5 to 15 per cent in the cost 
of living. 

No commodity price advance “so general 
that it will be commonly considered to con- 
stitute inflation.” 

“Our toughest transportation year’ with 
respect to automobiles, trucks, buses, street 
cars and railroads. 

Industrial product‘on probably continuing 
in a slowly rising trend until the war ends in 
Europe, and then turning downward. 

Well-sustained steel production, although 
slightly less than this year, and continuing 
good “in several years to come.” 

Bituminous coal production up 2 to 
cent from 1943. 

Electric power production up 10 to 20 per 
cent. 


7 per 


General Ayres commented that although 
the country had the mater‘als of inflation, 
“economics is a science of human behavior, 
and the reason why we have not had real in- 
flation is that our people have not behaved 
as the textbooks said they would under pre- 
vailing conditions of increased incomes and 
decreased amounts of goods.” 

“Americans have not questioned the funda- 
mental goodness of their money and have 


bought large totals of war bonds,” he said. 
“As long as we continue to act in restrained 
and prudent fashion we shall avoid real in- 
flation.”’ 


S.A.M. Conference Considers 
Conversion Problems 


Management Problems of Conversion and 
Manpower Utilization were analyzed at a Na- 
tional Conference of The Society for the Ad- 
vancement of Management, held December 3 
and 4, in New York. Among the speakers 
were Senator Harry S. Truman of Missouri; 
R. J. Thomas, president UAW-CIO; George 
W. Romney, managing director, Automotive 
Council for War Production; Dr. George B. 
Bewkes, of the War Manpower Commission; 
George T. Trundle, of the Trundle Engineer- 
ing Company, Cleveland; Theodore W. Kheel, 
chairman of the War Labor Board, Second 
Region, New York; and others. 


Supreme Court Case Seeks Approval 
of “Prudent Investment” Rate Base 


Both the Federal Power Commission and 
the Department of Justice are continuing to 
press for adoption of the ‘“‘prudent invest- 
ment” theory in the valuation of public utili- 
ties, according to Homer Kripke, Assistant 
Solicitor of the Securities & Exchange Com- 
mission. Speaking before the Second Annual 
Conference of the Technical Valuation So- 
ciety, Mr. Kripke noted that the “regulatory 
commissions have made strenuous efforts to 
have the Supreme Court throw over Smyth v. 
Ames and hold that rate regulations may be 
based on prudent investment instead of pres- 
ent value.” 

He declared that some lawyers were of the 
opinion that the Supreme Court has already 
done so in the Natural Gas Pipeline case, 
which it decided last year. In any event, Mr. 
Kripke pointed out, this very issue is now 
squarely before the Court again in the case 
of the Federal Power Commission v. Hope 
Natural Gas Company, and called attention to 
the possibility of an early decision. 

Even if this question is not finally settled 
in the Hope case, remarked Mr. Kripke, it is 
likely that both the Federal Power Commission 
and the Department of Justice will keep try- 
ing to accomplish the abandonment of the doc- 
trine in Smyth v. Ames and the adoption of 
the prudent investment theory. He noted that 
their arguments in the Hope case have been 
filed at least four times in other cases before 
the Court. 

Should the Supreme Court expressly permit 
the rate base to be determined on a cost or 
prudent investment theory, concluded Mr. 
Kripke, ‘the appraiser’s role in the determi- 
nation of current reproduction cost will disap- 
pear from rate cases, except possibly in states 
where there is a statutory requirement for find- 
ing of present value.” 

Discussing ‘Depreciation Variables in Ap- 
plication,’ Clarence Crocheron, vice president 
of the American Appraisal Company, stressed 
the fact that methods of depreciation account- 
ing varied according to the purpose for which 
depreciation is applied. 

“For accounting and income tax purposes,” 
stated Mr. Crocheron, “the depreciation base, 
with certain exceptions, is usually the original 
cost. However, for cost systems,’”’ he noted, “it 


is frequently desired that depreciation should 
be on the basis of current values to reflect 
economic conditions prevailing at the time 
costs are determined.” 

Mr. Crocheron also remarked that depreci- 
ation may be computed on a variable basis to 
reflect subnormal and accelerated production 
activities. During the war. period, he observed, 
accelerated depreciation results from extraor- 
dinary use or abuse of machinery and equip- 
ment facilities. 

Among other speakers was New York State 
Public Service Commissioner George A. Ark- 
wright, who spoke on “The Public Service 
Commission and its Relation to the Technical 
Valuation of Property.” Seth T. Cole, former 
Deputy Commissioner of Taxation of the State 
of New York, discussed “Local and State 
Taxation as They Affect the Valuation of Prop- 
erty.” 

S. W. Farnsworth, Member of the Navy 
Price Adjustment Board, addressed the Society 
on “Renegotiations and Cancellation of Gov- 
ernment Contracts.” Malcolm F. Orton, Di- 
rector of Research and Valuation of the New 
York State Public Service Commission, sur- 
veyed the “Streamlining of Continuing Prop- 
erty Records,’ while Harold Hyer, insurance 
adjuster, analyzed ‘Fire Insurance Protection 
for Total and Partial Losses.”’ 


Two-Day Conference on Federal 
Government Accounting 


In cooperation with the Bureau of the 
Budget, the General Accounting Office, and 
the United States Treasury Department, a Con- 
ference on Federal Government Accounting 
was sponsored in the Hotel Pennsylvania in 
New York on December 2 and 3. Represent- 
ing the Controllers Institute of America at 
the sessions were Mr. Daniel J. Hennessy, 
past president of The Institute and Chairman 
of its Committee for Consideration of Mutual 
Problems with the American Institute of Ac- 
countants; and Mr. Paul Haase, assistant sec- 
retary of The Institute. 

The conference, under the chairmanship of 
Mr. George P. Ellis, CPA, Chicago, analyzed 
government accounting problems from various 
aspects. The speakers and their subjects in- 
cluded: 

Mr. Lloyd Morey, comptroller of the -Uni- 
versity of Illinois—‘Federal Accounting: An 
Overview and Some Questions.” 

Mr. J. Weldon Jones, assistant director in 
charge of Fiscal Division, Bureau of the 
Budget—‘‘Accounting and Reporting from the 
Standpoint of Administration and Budgetary 
Control.” 

Mr. E. F. Bartelt, Commissioner of Ac- 
counts, Treasury Department—'‘Financial Con- 
trol: Its Nature and Purposes.”’ 

Mr. R. H. Slaughter, Assistant Chief of In- 
vestigations, General Accounting Office— 
“Audit Responsibilities of the General Ac- 
counting Office.” 

Mr. J. Darlington Denit, Chief, Division of 
Accounting and Bookkeeping, General Ac- 
counting Office—‘‘The Place of the General 
Accounting Office in the Accounting Struc- 
ture of the Federal Government. 

Mr. Eric L. Kohler, executive officer, Pe- 
troleum Administration for War, and control- 
ler, TVA, 1938-41—"“The Accounting Prob- 
lems of a Governmental Agency.” 

Mr. William R. Quigley, Washington, chief, 
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Division of Accounting Office of Budget and 
Finance, Department of Agriculture—‘Effects 
Upon an Operating Agency of Accounting, 
Auditing and Financial Reporting Require- 
ments of Other Agencies.” 





Publishers’ Group Discusses 
Wage Stabilization 


The Publishers Group of the New York 
City Control members held its regular monthly 
dinner meeting at the Hotel Shelton on Thurs- 
day evening, December 2. It was a discussion 
meeting on “Salary Stabilization Applied to 
Executive and Administrative Personnel.” Mr. 
G. T. Zignone of Macfadden Publications, Inc., 
was the leader. 

The next meeting will be on Wednesday 
evening, January 26, 1944, at the Shelton Ho- 
tel, Lexington Avenue and 49th Street. Mem- 
bers who cannot attend are invited to send 
a representative. 


THIN PAPERS SRRSeemveroerenerns 


Technical Valuation Society 
eusey SINT AV to Depreciation variables and applications was 
the subject of a paper delivered before the 


Second Annual Conference of the Technical 
M O ) a R iN 3) U S IN| E he Valuation Society in New York on December 
11, by A. B. Hossack, Executive Vice-Presi- 
dent of the American Appraisal Company, who 
was also the featured speaker at the November 








to reduce 9 meeting of the Milwaukee Control of The 

elie ae t Controllers Institute of America. Active in 
ice an actory planning the Society’s December 11 Confer- 
ence were two members of The Institute, Lyle 

<>. 4 ol 3 at-1-1-e H. Olson as vice-president of the Society, and 


Daniel J. Hennessy, past president of The 
Institute and chairman of the conference Ticket 
2 Committee. 

Specify one of In the course of his presentation Mr. Hos- 
sack placed specific emphasis on the different 


methods of accounting for depreciation, due 
to the different purposes for which deprecia- 
; tion is applied, such as valuations, plant ac- 


counting, cost systems, income taxes, rate base 


C ) and insurance. 
P A E R S No intelligent discussion, Mr. Hossack said, 


can be made without defining the premise and 
: : . : the procedure necessary for the specific applica- 
Fidelity Onion Skin tion under consideration. The depreciation ap- 
plicable in the consideration of market value 
. . of property at a specific time may differ greatly 

OITY-V oleh ohm Os ablosales) she! Pail. wl soca hr enaags Enis 
from the amount represented by the deprecia- 

tion reserve in the books of account or finan- 
Superior Manifold cial statements or from the depreciation ap- 
plicable as deductions from taxable income. 

Consideration must be given to the difference 
between depreciation as an economic concept 
and depreciation as customarily applied for 


Recommended for f various forms of businesses and regulatory re- 

‘ ; quirements. 
Thin Letterheads, Copies, Depreciation is a property fact represented 
ae by the loss in value of depreciable assets. The 
Records, No hic-saet-sbalem amount of depreciation may be expressed in 


the depreciation that has accrued as of any 
date or that has occurred over any period of 
time. 

Depreciation results from age, deterioration, 
ay pean Ys “nage conditions. It may 
. . e in part offset by repairs and replacements. 
Office and Foreign Obsolescence may occur gradually or by sud- 
den changes not normally foreseeable. Deprecia- 
tion, therefore, does not necessarily take place 
at any uniform rate with the passage of time. 

The amount or percentage of depreciation 
may be expressed against the original cost, 
reproduction cost, or any specified base that may 
be applicable for different purposes, such as 
ESLEECK current. values, insurable amounts, rate base for 

regulation, plant accounting, standard costs, and 
income taxes. 

For valuation purposes, the depreciation may 
be expressed in accordance with the actual 
condition, and comparative desirability and 
utility of the property as of the date of valua- 
tion. Such estimates of depreciation are usually 
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applicable for financial refinements, reorgani- 
zation, condemnation and other purposes where 
the valuation of assets is required. 

The accounting for depreciation may, for 
desirability and convenience and in conformity 
with common practices or regulatory require- 
ments, follow different methods and formulas 
to record an amount that is equivalent to the 
actual depreciation or amortization of costs. 

For uniform and consistent accounting for 
depreciation, it is desirable or necessary to 
use a uniform systematic method, such as the 
straight line, sinking fund, reducing balance, 
etc. that writes off the capital amount over a 
reasonable estimated life of the assets. These 
amounts, as periodically written off or charged 
to operations annually in accordance with any 
systematic formula, need not and would not 
ordinarily be the actual amount of depreciation 
taking place during annual periods, inasmuch 
as depreciation does not necessarily occur in 
the property uniformly with the passage of 
time. Depreciation as applied for income tax 
purposes requires modifications in accordance 
with the provision of Internal Revenue Codes 
that may differ from the ordinary procedure 
of accounting. 

For accounting and income tax purposes, the 
depreciation base with certain exceptions is 
usually the original cost. However, for cost 
systems, it is frequently desired that the de- 
preciation should be on the basis of current 
values to reflect the economic conditions pre- 
vailing at the time costs are determined. 

Depreciation may be computed on a variable 
basis to reflect the subnormal and accelerated 
production activities. During the war period 
accelerated depreciation results from extra use 
or abuse of the machinery and equipment. 


Chemical Industry Makes Jobs 


A brilliant role for the chemical industry in 
providing postwar employment and _rehabili- 
tation was predicted by Sidney D. Kirkpatrick, 
editor of Chemical & Metallurgical Engineer- 
ing in addressing the Chemical Industry Con- 
ference held in New York in connection with 
the Twelfth Annual National Meeting of the 
Controllers Institute of America. 

“Of the four freedoms for which we are 
fighting, freedom from want is the respon- 
sibility most often consigned to industry. And 
that means not just jobs, but also the supply- 
ing of goods and services for a continuously 
rising standard of living,” Mr Kirkpatrick de- 
clared. The speaker, who is taking an active 
part in postwar planning through his con- 
nection with the National Association of 
Manufacturers Research Committee, and _ his 
chairmanship of the National Research Coun- 
cil’s Committee on Chemicals, pointed out 
that in the postwar era, new products will cre- 
ate new jobs. 

“Although new products are conceived by 
research and development men, the respon- 
sibility for carrying them through to com- 
mercial success rests with all departments of a 
company,” he continued. ‘In this process the 
men who control the fiscal affairs of industry 
have an exceedingly important responsibility. 
They must see that their companies provide 
adequate money as well as manpower and 
equipment for new product development. They 
must see that war plants are quickly con- 
verted to peacetime production, making sure 
that sound policies prevail on depreciation and 
obsolescence of used equipment and facilities. 
Most important of all is the obligation now 
to see that their companies build up ample 
cash reserves—so called ‘seed money’—to 
finance the postwar program during the ‘shirt- 
losing’ stages of its developments.” 





The Controller, January, 1944 39 





i SEF ULNESS 





y in 


= comes from easily changed control 


vith 
the 











are 
,0N- 
And 
- S ) 
Ply TOP BARS — which control the 
de- functioning of National Type- 
tive Pe ° ° 
et writing-Bookkeeping Machines 
of 
his 
a0 minute to permit use of the ma- 


cre- chine for any number of different 
i accounting jobs. 


—can be changed in less than a 


F sen a 





the Ch a AS 
ae OY 


nde CASH REGISTERS « ACCOUNTING-BOOKKEEPING MACHINES 


hey : Our factory at Dayton, Ohio, 
on- gales { proudly flies the Army-Navy "E" 
ure with three stars * * *& for "un- 


and ceasing excellence” in the production of precision 
instruments and other war materiel. 


oi THE NATIONAL CASH REGISTER COMPANY 
DAYTON 9, OHIO 


344 OFFICES IN PRINCIPAL CITIES 











40 


The Controller, January, 1944 











Dayton Pays Tribute to Late 
G. R. Palmer 


The following resolution was adopted by 
the Board of Directors of the Dayton Control 
of The Institute, on December 16, 1943, fol- 
lowing the death of G. Russell Palmer, a na- 
tional director of The Institute and controller 
of Standard Register Company of Dayton, 
Ohio. Mr. Palmer’s obituary was published 
in ‘The Controller’ for December. 

It is with the deepest sorrow that we as di- 
rectors are called upon today to record the 
sudden and totally unexpected passing on Tues- 
day, November 23, 1943 at the age of 50 years, 
of our devoted friend and associate, G. Russell 
Palmer. 

Mr. Palmer was the principal organizer and 
the first president of the Dayton Control, and 
at the time of his death was a director of the 
Dayton Control and of the National organ- 
ization of the Controllers Institute of America. 
His organizing ability, his good sound judg- 
ment and his faith in men was largely responsi- 
ble for the outstanding success of the Dayton 
Control. 

He was beloved and trusted by all who 
knew him, both in business and in his everyday 
life. He gave freely of his time in the organ- 
ization and enthusiastic development of the 
Dayton Control. As we foster and consider 
these qualities, he will continue to live among 
us. It can well be said of him that he pos- 
sessed sympathy, kindness, appreciation and un- 
derstanding. 

Resolved: That these expressions of highest 
regard and appreciation be preserved in the 
records of the Dayton Control, and that copies 
of this Resolution, appropriately inscribed, be 
furnished to surviving members of the family, 
with assurance of our deepest sympathy and 
affectionate regard. 

L. P. Dabrowski 
Secretary 


Warren Webster 


President 


W.H. Parks’ Quarter-Century of 
Service Recognized 

Twenty-five years of consecutive service to 
The Royal Typewriter Company, Inc., New 
York, on the part of William H. Parks, comp- 
troller of the company, were recognized on De- 
cember 9, 1943, by his friends and associates 
throughout the organization, and at an in- 
formal ceremony, President E. C. Faustmann 
paid tribute to the valued service Mr. Parks 


has rendered Royal and presented him with a 
handsome, suitably engraved watch in com- 
memoration of the anniversary. 

Mr. Parks’ association with Royal, actually 
dates back to 1911 when he joined the Com- 
pany as Assistant Cashier in the Metropolitan 
branch, working under Cashier A. E. Davis, 
now Royal’s Treasurer. In 1913 he left Royal 
and rejoined the organization on December 9, 
1918 as an accountant in the Home Office 
General Auditor's Department, now the Comp- 
troller’s Department. In 1920, Mr. Parks was 
named Assistant to the Comptroller. 

Appointed Comptroller in September, 1933, 
Mr. Parks has also passed the decade mark in 
his affiliation with The Controllers Institute 
of America, being the holder of Certificate 234 
through his election to membership on October 
16, 1933. 


PERSONAL NOTES 


William H. Schrader, formerly controller 
of Easy Washing Machine Corporation of Syra- 
cuse, New York, and a member of The Con- 
trollers Institute of America, was elected treas- 
urer recently by the firm’s Board of Directors, 
to succeed the late George K. Chrismer, who 
was also a member of The Institute. 

Erle F. Bender has been elected president 
of S. A. Maxwell Co. of Chicago, national 
wallpaper distributors, succeeding Cecil G. 
Kellogg who retired. Mr. Bender, a member 
of The Institute since 1937 and holder of 
Certificate 1064, was until recently treasurer 
of Richard E. Thibaut, Inc. of New York. 

Allen B. Crow, first president of the Eco- 
nomic Club of Detroit and annually reelected 
to that position since the club’s organization 
in 1934, has been elected full-time president of 
the club, and accordingly has resigned as as- 
sistant to the president of the F. M. Sibley 
Lumber Co., a position he had held since 
1925. Mr. Crow has been a member of The 
Institute since 1937, holding Certificate 919. 
Credit for founding the club and for building 
it into probably the largest organization of its 
kind in the country is generally attributed to 
Mr. Crow’s work as president. It has been 
addressed, at meetings attended by as many 
as 1500, by practically every individual of 
note in the country. 


George M. Ebert and M. J. Smith, mem- 
bers of The Controllers Institute of America, 
have been transferred to new posts and to 
new positions by the Curtiss-Wright Corpo- 
ration. Mr. Ebert, who has been associated 





Plans for the Seventh Annual Mid- 
western Controllers’ Conference, to be 
held in the Jefferson Hotel in St. Louis 
on April 30, May 1 and 2, are already 
well developed, according to announce- 
ments from D. M. Sheehan, general 
chairman of the conference, and comp- 
troller of Monsanto Chemical Company. 

The St. Louis Control of The Institute 
will be the host organization for the oc- 
casion, and James E. Roantree, president 
of the Control, has accepted the vice 
chairmanship of this annual Spring par- 
ley of controllers. Program and other 
details are to be announced shortly, as 
they are completed. 





| Seventh Midwestern Controllers Conference 
in St. Louis, April 30 to May 2 


Working with Mr. Sheehan and Mr. 
Roantree in the development of the plans | 
are the following committee chairmen: | 

Arrangements Committee—E. J. Cun- 
ningham, Monsanto Chemical Company. 

Program Committee—A. H. Schettler, 
Union Electric Company of Missouri. 

Speakers Reception Committee—C. V. | 
Burns, American Zinc, Lead & Smelting 

Company. 

Publicity Committee—William Aitken, 
Falstaff Brewing Corporation. 

Finance Committee—H. F. Harring- 
ton, Boatmen’s Bank of St. Louis. 

Reception Committee—L. A. Smith, 
McDonnell Aircraft Corporation. | 








with the company for fourteen years, has been 
named director of finance for the airplane 
division with headquarters at Buffalo. Mr. 
Smith, controller of the Indianapolis pro- 
peller plant of the company, will succeed Mr. 
Ebert as controller of the propeller division 
at Caldwell, New Jersey. 

Election of John W. Hooper to the Board 
of Trustees of the Lincoln Savings Bank of 
Brooklyn was announced on December 9. 
Holder of The Institute’s membership cer- 
tificate No. 407, by virtue of election in 1934, 
Mr. Hooper is vice-president, controller and 
a director of the American Machine and 
Foundry Company. Active in the Brooklyn 
Chamber of Commerce, he is chairman of the 
Federal Taxation Committee of that organi- 
zation. 

J. F. Brandt, controller of Swift & Com- 
pany, Chicago, has been elected vice-president 
by the directors of the company. He will re- 
tain his present post as controller in addition 
to his new duties. Mr. Brandt started his thirty- 
eighth year with the company on December 1. 
He began his career with the company as a 
clerk in the Claim Department and was named 
office manager in 1931, assistant controller in 
1932, and controller in 1939, He has Certifi- 
cate No. 297 in The Controllers Institute of 
America. 


— 





Position Open 











Controller 


Controller with thorough knowledge of 
standard costs and taxes for large precision in- 
strument manufacturing company located in 
New York metropolitan area. Salary $10,000 
to $15,000. State experience. Address Box 
Number 419, THE CONTROLLER. 


Internal Auditor 

Internal auditor for medium sized manufac- 
turing company located in Northwestern Penn- 
sylvania. Must have experience with manufac- 
turing cost systems and be familiar with in- 
come tax matters and also have had _ the 
equivalent of a Senior Accountant’s experience 
in public accounting. Starting salary, minimum 
$5,000 per year. Address Box Number 420, 
THE CONTROLLER. 





| Position Wanted 


| 








Accounting-Tax Executive 
Now Available 

If your company has a pressing need for the 
services of a thoroughly seasoned accounting 
and tax executive (C.P.A.), this man’s quali- 
fications should be of more than usual interest. 
His 15 years’ experience in administrative posi- 
tions with public accounting and industrial 
firms has equipped him for the responsibilities 
of Controller, Treasurer, Tax Accountant of 
Accounting Executive. He not only has a 
thorough knowledge of modern accounting 
practices, but a complete understanding of the 
current importance of effective control of ac- 
counting, tax, budget, systems and financial 
operations in the conduct of any business. As 
an administrator and organizer, and in the se- 
lection and training of competent accounting 
personnel, he has been outstandingly success- 
ful. Address Box Number 340, “The Control- 
ter.” 








ex 


mei 
as | 


stre 
cult 
to 

you 
wa} 
met 
whi 
whi 


F 
low 
met 
star 
issu 
ings 
getl 
guic 
whe 
forr 
feel 
tax 
wit) 


ot 
in 


nc 
tic 


this 
men 
posit 
Her 
the 


F 


th 
co 


er: 
inc 


sid 


the 





been 
plane 
Mr. 


pro- 
1 Mr. 


vision 


Board 
ik of 
pe 9 

cer- 
1934, 
- and 

and 
oklyn 
f the 
‘gani- 


Com- 
ident 
ll re- 
lition 
hirty- 
er 1. 
as a 
amed 
er in 
ertifi- 
te of 


e of 
yn in- 
d in 
0,000 
Box 


ufac- 
-enn- 
ufac- 
1 in- 

the 
ience 
mum 
420, 


- the 
ting 
uali- 
rest, 
DOsI- 
trial 
ities 
t of 
is a 
ting 
the 
ac- 
cial 
_ As 
> $e- 
ting 
"ess- 
trol- 











The Controller, January, 1944 


LET THIS FAMOUS AUTHORITY WORK WITH YOU 


ON THIS YEAR'S DIFFICULT TAX PROBLEMS 
READY NOW: Montgomery’s 





}ederal Taxes on 


CORPORATIONS 


1943-44 


experience-founded advice 
on this year’s problems 


HIS is the tax manual which, 
year by year, corporation tax 
men keep by them and work from 
as specific problems come up. 
Entirely on corporation taxes, it 
stresses those features and diffi- 
culties of tax law that are important 


22nd Year of 
Publication 








to corporate taxpayers. It brings 

you up to date, for easy checking, on the 
way the law is applied this year. A tre- 
mendous time-saver, it enables you to get 
what you want without endless reading 
which you want to avoid and can. 


Reduces Your Tax Job to 
Manageable Proportions 


FEDERAL TAXES ON CorporATIONS fol- 
lows the now widely known Montgomery 
method of tax guidance. You get in- 
stantly, and in one place, the question at 
issue; the law; the regulations and rul- 
ings; the leading cases that apply—to- 
gether with specific advice. You have 
guidance especially in those situations 
where, even if you have all the factual in- 
formation, to know what to do you still 
feel the need of supporting judgment from 
tax specialists who have had experience 
with the law. 

This intensive, masterful kind of help 

sets Montgomery’s manual apart from all 

other references. It is the outstandingly 
important thing with which to provide 
yourself this year, when the problem is 
not a new law, but the important changes 

a year’s experience has made in applica- 

tion of the last one. 

In handling current operations, use of 
this book gives a viewpoint that is funda- 
mental to interpreting your company’s tax 
position and determining its tax strategy. 
Here is help to develop your approach on 
the whole range of your corporation tax 





r— Also Ready: Montgomery’s 


Federal Taxes on ESTATES, 
TRUSTS and GIFTS 1943-44 


the guide for trust officers, attorneys, ac- 
countants, and all with property interests. 
COVERS exhaustively the application of fed- 
eral estate tax and gift tax, and features of 
income tax peculiar to estates and trusts. 
Offers unique long-range counsel that con- 
siders the individual and combined effects of 
these taxes on planning of estates. 7.50 











Clarifies This Year’s Viewpoint 
on Specific Tax Questions 


HE present law has been in operation 
for a year. Its application to corpo- 
rate problems—still in a formative stage 
a year ago—has been materially affected 
by new regulations, Treasury rulings, and 
court decisions. Some of these completely 
change interpretations earlier put upon the 
law. Items of particular concern—many 
of them already familiar to you—include: 
the question of relief under Sec. 722— 
how much to claim, and when to file; 
abnormalities of income; stock divi- 
dends; contributions to and status of 
pension and profit-sharing trust: 
many others. 

On these and countless similar prob- 
lems, Montgomery helps you make sure 
you have this year’s viewpoint in deci- 
sions you must make. 











work—from getting leads in deciding how 
to go at individual problems, to final 
check to make sure you have overlooked 
no vital angles. 

Forged and tempered in many years’ ex- 
perience of a nationally known organiza- 
tion of accountants and lawyers who are 
dealing constantly with the tax problems 
of corporations, this guide helps you to 
bring outstanding professional interpreta- 
tion and foresight right down into the de- 
tails of the problem you want solved. 


Get Your Order in Now 


UT Montgomery’s FEDERAL TAXES 
ON CorporaTIONS 1943-44 to the test 
in your company ; see if you can’t accom- 
plish more with it in a few hours than you 
could without in days of time. Order now. 


$15 


Everything in one compactly 
organized two-book unit 


41 








See also these other useful 


Rooks for Controllers 





Accountants’ Handbook 


W. A. Paton, Editor. Put yourself “years ahead” 
in accounting experience with this famous Hand- 
book of expert practice. For 20 years standard 
wherever accounts are used; now completely re- 
made, in this improved THIRD EDITION, to 
reflect, over entire range of commercial and fi- 
nancial accounting, the latest accepted principles, 
the last word in procedure. 

Nothing else like it. Complete in 26 big sections, 
covering not only working methods, records and 
systems, practical forms, internal check, étc., but 
executive controls, analytical methods, budgets, 
use of reports. Best opinion on all angles—law, 
finance, management, as well as accounting. 

Saves time and effort in making correct, on-the- 
job decisions; gives information and guidance for 
prompt, practical handling of any situation, every- 
day or emergency. Board of 90 contributing and 
consulting editors give stamp of highest author- 
ity. 50-page index. Flexible binding. 7.50. 


CORPORATION ACCOUNTING 


By William T. Sunley and William J. Carter. NEW: 
Revised Edition. Meets the definite need for an 
up-to-date, specific working manual of policy and 
procedure in this field. Covers in detail the ac- 
counting and related legal considerations of the 
corporate capital structure—the field in which 
changes and emphasis in corporation accounting 
have centered particularly in recent years. In- 
cludes treatment of borrowed capital, intercom- 
pany transactions; corporate capital on financial 
statements; reorganization problems. Frequent ref- 
erence made to A. A. reports and S. E. C. regula- 
tions. Illustrations from current practice. $5.00. 


Financial Policy of 
CORPORATIONS 


By Arthur Stone Dewing. Fourth Edition of this 
classic of finance, long an authority with corpora- 
tion officers, lawyers, bankers. Nothing else like 
it for those who must be conversant with changes 
taking place in financial policies and corporate 
practices. Points out present-day developments 
in reorganization, dividend usage, stockholders’ 
rights, expansion, and similar matters. Counsel, 
supporting notes, from conclusions of valuable 
analytical studies, special investigations, financial 
experience. 2 vols. $10.00. 
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= = USE THIS ORDER FORM = = 
The Ronald Press Company 

15 East 26th St., New York 10, N. 

Please send us the books checked: 

[ ] Federal Taxes on Corporations 1943-44, 


Montgomery, two-book unit .......... $15.00 
[] Accountants’ Handbook, 3rd Ed., Paton 7.50 
{ ] Corporation Accounting, Sunley- -Carter.. 5.00 
[] Financial Policy of Corporations, 2 vols., 
WUE x ccaccntdan menecdndweudasescesctae 10.00 
[ ] Federal Taxes on Estates, Trusts, and 
Gifts 1943-44, Montgomery ............. 7.50 
Within five days after we receive them, we will 
remit price shown plus a few cents for delivery. Or, 
if not satisfied, we have the privilege of returning 









any a of the five-day period. (We pay delivery 

charge when payment accompanies order. Same 

guarantee of satisfaction.) 

Company 
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(include Postal Unit No., if any) 
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THE RONALD PRESS COMPANY 15 EAST 26 ST., NEW YORK 10, N. Y. 
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Frank S. Reitzel 


Frank Strayer Reitzel, controller, a director 
and assistant to the president of the Sun Oil 
Company, Philadelphia, died on December 25 
at his home in suburban Swarthmore after an 
illness of eighteen months. His age was 70. 

Mr. Reitzel, who had been with the oil com- 
pany for twenty-five years, was a member of 
The Institute since 1934, and holder of Cer- 
tificate 418. He was also a director of the 
Sun Shipbuilding and Drydock Company of 
Chester, Pa., the Houdry Corporation and the 
Swarthmore National Bank and Trust Com- 


pany. 


— tin 


Fridén Mechanical and 
Instructional Service is 
available in approximately 
Company controlled Sales Agencies 
throughout the United States and Canada. 


EXECUTIVE OFFICES AND PLANT «@ 
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He was born in Steelton, Pa. where he 
attended public school, and at the age of 16 
went to work for the Pennsylvania Steel Com- 
pany there. Mr. Reitzel joined the Sun Ship- 
building Company in 1918 as treasurer. After 
the first World War he transferred to the Sun 
Oil office where he became controller and as- 
sistant to J. Howard Pew, the president. 

Mr. Reitzel was former president of the 
Swarthmore Borough Council and had been 
active in the American Petroleum Institute. He 
was a member of the Union League and the 
Rolling Green Country Club. 

He leaves a widow, the former Elizabeth 
Jane Attick, whom he married in 1901, and a 
son, Lieut. Comdr. William A. Reitzel of the 
Navy, who is a former professor at Haver- 
ford College and one-time director of the 


Pennsylvania Historical Society. 







(/ , 
4 ¢ » ¢ FRIDEN FULL AUTOMATIC CALCULATORS, 


when applications to obtain deliveries 
have been approved by the War Pro- 
duction Board. FRIDEN Simplicity of 
operation combined with Productive 
High Speed Figure Work make these 
fully automatic calculators the solution 
of the problem created by the critical 
shortage of competent clerical help. 
Phone or write your local FRIDEN 
Representative for information. 


FRIDEN 


CALCULATING MACHINE CoO., INC. 
SAN LEANDRO, 





CALIFORNIA, U.S.A. 


Harold H. Gifford 


His many friends in The Institute, and in 
the Philadelphia area, mourned the passing on 
December 3, of Harold H. Gifford, aged 65, 
comptroller of the Horn and Hardart Baking 
Co., of Philadelphia. Interment was on De- 
cember 9, in Audubon, New Jersey, of which 
he was a resident and where he died. He is 
survived by his wife, Mrs. Margaret B. Gifford, 
a daughter, and two brothers. 

Mr. Gifford had been a member of the local 
Control of The Institute since Dec., 1936 and 
holder of Certificate 840. An active partici- 
pant in the affairs of The Control, he was 
treasurer of the group in 1942, chairman of 
the Membership Committee in 1941, a di- 
rector in 1940 and 1941, chairman of the 
Program Committee in 1940, chairman of the 
Arrangements Committee in 1939 and a men- 
ber of the Meetings and Attendance Commit- 
tee in 1938. 

Prior to joining the Horn & Hardart organ- 
ization in 1927, as comptroller, he was an ac- 
countant for Haverly & Hays, Certified Public 
Accountants. Mr. Gifford was also a member 
of the National Office Management Associa- 
tion. During his 32 years of residence in Au- 
dubon, he was a member of the Audubon Meth- 
odist Church and its choir leader for 14 years. 


George D. Atwater 


George Atwater, assistant comptroller of 
Continental Can Company, Inc., died on De- 
cember 9, at his home in New Rochelle, New 
York. Mr. Atwater who was 48 years old, 
had been with the Continental organization 
since 1917. As a member of The Institute 
since 1932, he was holder of certificate 136. 

Surviving are his wife, Mrs. Teresa L. At- 
water, two daughters and a son. Evening 
services were held on December 11, in New 
Rochelle, and on December 13, in Chicago, 
where interment took place. 


T. F. Wharton 


T. F. Wharton, secretary and treasurer of 
Deere & Company, Moline, Illinois, and a 
member of The Controllers Institute of Amet- 
ica'since 1936, holding certificate 847, died on 
October 13. For many years prior to Novem- 
ber 1, 1942, Mr. Wharton had served as sec- 
retary and comptroller of the company. On 
that date he became secretary and treasuref, 
a post he held until his death, being succeeded 
in the post of comptroller by a fellow mem- 
ber of The Institute, Lloyd E. Kennedy. 
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New Members Elected 


At a meeting of the National Board of Di- 
rectors held November 22, 1943, the applicants 
named below were elected to active member- 
ship in The Institute: 


JAMES G. BADGER 
Edward Hines Lumber Company, Chicago. 
HowarD G. BRUSH 
Motor Products Corporation, Detroit. 
HENRY F. CASEY 
Gillette Safety Razor Company, Boston. 
PETER DALLOw 
The Valley Camp Coal Company, Cleveland. 
CHRISTOPHER C. DENMAN 
Foote Brothers Gear and Machine Corpora- 
tion, Chicago. 
JoHN P. DOooHER 
Ethyl-Dow Chemical Company, New York 
City. 
JAMES H. FRENCH 
Asiatic Petroleum Corporation, New York 
City. 
WALTER G. GIDDINGS 
Island Creek Coal Company, Huntington, 
West Virginia. 
WILToN H. GowEN 
Sanford Mills, Sanford, Maine. 
JorL S. HENDRICKSON 
A. O. Smith Corporation, Milwaukee. 
SUMNER E. HIPPENSTEELE 
Allied Oil Company, Inc., Cleveland. 
J. H. HORAN 
Penick & Ford Ltd., Inc., New York City. 
JAMES A. HyLAND 
Ethyl-Dow Chemical Company, New York 
City. 
C. LESTER JANES 
Gerber Products Company, Fremont, Mich- 
igan. 
R. W. LEB 
The Franklin Life 
Springfield, Illinois. 
WiLtiAM J. McDoNaLp 
Susquehanna Mills, Inc., New York City. 
S. W. MuRKLAND 
Western Electric Company, Inc., New York 
City. 
ARTHUR C. NOLTE 
The American Tool Works Company, Cin- 
cinnati. 
C. Howarp PAUL 
Mackintosh-Hemphill Company, Pittsburgh. 
StuART G. PHILLIPS 
The Dole Valve Company, Chicago. 
THORNTON A. RAND 
Acme Steel Company, Chicago. 
WENDELL S. REID 
Wm. Wrigley, Jr. Company, Chicago. 
Otto H. SCHWEITZER 
American Bleached Goods Company, Inc., 
New York City. 


Insurance Company, 





APPRAISALS 


Made by qualified experts in all lines 
STANDARD APPRAISAL COMPANY 


onl PH 6 CHURCH ST. ATLANTA 
PiTTseuraH NEW YORK onenne 








Cart D. SIMPSON 


Farm Credit Administration of Baltimore, 
Baltimore. 

EDMUND L. STEWART 
Sandusky Foundry & Machine Company, 


Sandusky, Ohio. 
JOHN S. STURGEON 
The Magnavox Company, Fort Wayne, In- 
diana. 
KENNETH O. SWANSON 
Pittsburgh Steel Company, Pittsburgh. 
DoNALD L. TROUANT 
Raytheon Manufacturing Company, Newton, 
Massachusetts. 
WALTER K. WINKELMANN 
U. S. Tool Company, Inc., 
Jersey. 


Ampere, New 


STELLAN C. WOLLMAR 


Chemical Construction Corporation, New 
York City. 

BAYARD E. WYNNE 
United Steel Fabricators, Inc., Wooster, 
Ohio. 


At a meeting of the National Executive Com- 
mittee held November 30, 1943, the appli- 
cants named below were elected to active 
membership, with the exception of Professor 
W. Arnold Hosmer, who was elected to asso- 
ciate membership: 


ROBERT ATHEARN 
The Jacobs Manufacturing Company, Elm- 
wood, Connecticut 
JOHN H. BAKER 
Carrier Corporation, Syracuse, New York. 
STUART W. BARRETT 
Rome Cable Corporation, Rome, New York. 
PAUL BOUTCHER 
M & M Wood Working Company, Portland, 
Oregon. 
M. D. CARTER 
Western Cooperage Company—Hawley Pulp 
& Paper Company, Portland, Oregon. 
R. L. DILLON 
International Machine 
Elkhart, Indiana. 


Tool Corporation, 
PAUL R. ENRIGHT 
Eastern Oregon 
Baker, Oregon. 
WARREN R. FELDTMANN 
Plaskon Division—Libbey-Owens-Ford Glass 
Company, Toledo, Ohio. 
R. F. GRANTZ 
The Oregonian Publishing Company, Port 
land, Oregon. 
Ceci. K. GROVES 
Witte Engine Works, Kansas City, Missouri. 


Light & Power Company, 





Election of the 89 new 
members named above 
brings the total mem- 
bership of ‘The Institute 
to 

2.222 








PROFESSOR W. ARNOLD HOSMER 
Graduate School of Business Administra- 
tion, Harvard University, Boston (Associate 
Membership). 

SIMON C. KELLY 


Western Auto Supply Company, Kansas 
City, Missouri. 
R. K. LAKE 


The Clark and Wilson Lumber Company of 
Delaware, Portland, Oregon. 
JosEPH C. LANDRUD 
Columbia Aircraft Industries, Portland, Ore- 
gon. 
HENRY M. LANGTON 
Commercial Iron Works, Portland, Oregon. 
DeOtIs LoRING MARLETT 
Bonneville Power Administration, Portland, 
Oregon. 
ALLEN E. REED 
Submarine Signal Company, Boston. 
FRANK A. ROSTEDT 
Willamette Hyster Company, Portland, Ore- 
gon. : 
ROBERT L. TORSON 
Journal Publishing Company, Portland, Ore- 
gon. 
ERNEST E. ULLREY 
Willamette Iron and Steel Corporation, Port- 
land, Oregon. 
HENRY H. WADE 
Northwestern Ice & Cold Storage Company, 
Portland, Oregon. 
HuGH J. WALKER . 
The United States National Bank of Port- 
land, Portland, Oregon. 


At a meeting of the National Board of Di- 
rectors held December 17, 1943, the applicants 
named below were elected to active member- 
ship in The Institute: 

CLARENCE L. ANDERSON 
Pacific Gamble Robinson Company, Seattle, 
Washington. 

WILLIAM M. ANDREWS 
Amerada Petroleum Corporation, New York 
City. 

CLARENCE F. K. APPEL 

Follansbee Steel Corporation, Pittsburgh. 
O. E. BORDNER 

Hershey Chocolate 

Pennsylvania. 
HAROLD E. BOWMAN 

Boeing Aircraft Company, Seattle, Washing- 

ton 
FREDERICK E. BURNHAM 

United Aircraft Corporation, East Hartford, 

Connecticut 
T. S. CHADEAYNI 

R. Hoe & Company, Inc., 


Corporation, Hershey, 


New York City. 


J. HOWARD CLARK 


United States Freight Company, New York 
Cit 
JAMES CLARWE 


Westing! Electric & Manufacturing 


3. 
Compa y ghice 


burgl 





TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 

















SO MUCH 


FOR 
SO LEPTLE 


PAPERS made from 100% 
new, white cotton cuttings 
save critical war materials. 
Yet the finest L. L. Brown 
bond*, instead of ordinary 
papers, adds only 2% to let- 
ter costs. But it makes your 
correspondence 100% in 
character, prestige, impres- 
siveness. Ask your printer 
for samples of the following: 


LLBROWA 
BOND PAPERS 


* ADVANCE BOND 
100% New White Linen & Cotton Fibres 


*L. L.. BROWN'S LINEN 
100% New White Linen & Cotton Fibres 


FORWARD BOND 
100% New Cotton Fibres 


GREYLOCK BOND 
75% New Cotton Fibres 


ESCORT BOND 
50% New Cotton Fibres 


* Permanent Papers 


L. L. BROWN PAPER CO. 
ADAMS, MASS. 
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Harry COHEN 
Henry Kelly & Sons, Inc., New York City. 
Harry B. DRENNAN 
The Superior Oil Company, Houston, Texas. 
HARRY DREW 
Washington Motor Coach Company, Inc., 
Seattle, Washington. 
P. R. DUNBAR 
Seattle Gas Company, Seattle, Washington. 
WILBUR GARDNER 
DeWalt Products Corporation, 
Pennsylvania. 
LESLIE T. GOODRICH 
Colt’s Patent Fire Arms Manufacturing Com- 
pany, Hartford, Connecticut. 
ALFRED W. HAIR 
Socony-Vacuum Oil Company, Inc., Kansas 
City, Missouri. 
STEPHEN B. HAYNES 
Cochrane Corporation, Philadelphia. 
WILLIAM J. HOGAN 
H. J. Heinz Company, Pittsburgh. 
RAYMOND J. HUFF 
Puget Sound Bridge & Dredging Company, 
Seattle, Washington. 
S. B. KINGHAM 
National Tube Company, Pittsburgh. 
RUBERT J. LINDQUIST 
Curtiss-Wright Corporation, New York City. 
L. R. McCALL 
Alaska Pacific Salmon Company, Seattle, 
Washington. 
THomAS C. MCINTIRE 
B. P. John Furniture Corporation, Portland, 
Oregon. 


Lancaster, 


LAWRENCE E. Moore 
Vanadium-Alloys Steel Company, Latrobe, 
Pennsylvania. 
GREGORY S. Morris 
Associated Shipbuilders, Seattle, Washington. 
JOHN J. O'CONNELL 
Berkshire Knitting Mills, Reading, Penn- 
sylvania. 
Davin S. Ross 
Pratt, Read & Company, Inc., Deep River, 
Connecticut. 
WARREN E. SAWYER, JR. 
Attapulgus Clay Company, Philadelphia. 
WALTER E. SHIELDS 
Aircraft Accessories 
City, Kansas. 
Harris E. SMITH 
West Coast Lumbermen’s Association, Se- 
attle, Washington. 
LIONEL J. SORENSEN 
The Standard Products Company, Detroit. 
JosEPH C. STARK 
Farrand Optical Company, Inc., Bronx, New 
York. 
R. P. STEEN 
Seattle Trust & Savings Bank, Seattle, Wash- 
ington. 
RAYMOND E. SwWETT 
Appleton & Cox, Inc., New York. 
LELAND L. WATERS 
Boston, Worcester & New York Street Rail- 
way Company, Framingham, Massachusetts. 
EDWARD W. WESTHEAD 
American Viscose Corporation, Wilmington, 
Delaware. 


Corporation, Kansas 
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Philadelphia Control Officers 
Honor Frank J. Fell, Jr. 


At a special meeting of officers and direc- 
tors of the Philadelphia Control of The In- 
stitute, on November 16, at the Midday Club, 
tribute was paid to Mr. Frank J. Fell, Jr., 
who retired on August 31, 1943 as Vice-Presi- 
dent and Director of the Pennsylvania Rail- 
road Company. 

Presiding at the meeting was Mr. George R. 
Rankin, Controller and Assistant Treasurer of 
Artloom Corporation, who, as president of 
the Philadelphia Control, spoke on the splen- 
did work which had been done by Mr. Fell as 
a member of The Institute, and then called 
upon Mr. Verl L. Elliott, past national presi- 
dent of The Institute, to speak of the honor 
guest from the standpoint of both a friend and 
a co-worker in The Controllers Institute for 
many years. 

Following Mr. Elliott’s talk, short tributes 
were paid to Mr. Fell by Mr. Daniel H. 
Schultz, Secretary and Treasurer, Leeds & 
Northrup Company; Mr. T. W. Dinlocker, 
Vice-President and Treasurer, SKF Industries, 
Inc.; Mr. Arthur R. Tucker, Managing Di- 
rector of The Institute; and Mr. Elmer Hart, 
General Auditor, Pennsylvania Railroad Com- 
pany, who had been associated with Mr. Fell 
for many years. 

Mr. Thomas Lever, Jr., then offered a reso- 
lution, which was duly seconded and unani- 
mously adopted and spread upon the perma- 
nent records of the Control, with a suitable 
copy subsequently prepared for presentation 
by the president to Mr. Fell. 

The resolution read as follows: 


“The month of May, 1935, marked the 
founding of the Philadelphia Control of the 
Controllers Institute of America. The future 
success of this body, so soon to be realized in 
large measure, was assured at the outset by 
the statesmanship of those leaders who were 
its sponsors and by the broad purposes to 
which its efforts were directed. Among the 
foremost of the founders was Frank J. Fell, 
Jr., then Controller of the Pennsylvania Rail- 
road Company, later Vice-President and Con- 
troller, who has consistently since that time 
been a most active and outstanding member. 

“Always seeking first the advancement of 
the interests of his fellow members, Mr. Fell 
has regularly declined to accept election to the 
Control’s highest office, despite the insistence 
of the membership. Ever retiring from the 
spotlight of full recognition and acclaim, he 
has, without ceasing, continued his loyal and 
powerful support of the Control’s successive 
administrations. His services to this body and 
to the Controllers Institute of America are 
too broad for measure and yet his modesty has 
steadily been the keynote of his personal charm 
and dignity. 

“Beloved by all his fellow members and 
indeed by all who know him, Frank Fell has 
achieved a unique place of highest esteem 
and deepest respect in their hearts. This spe- 
cial meeting of the Officers and Directors of 
the Philadelphia Control, called on behalf of 
its entire membership, is therefore dedicated 
to do honor to him who has so well and so 
faithfully served not only this body but so 
many others devoted to the betterment of men 
and affairs. Since his retirement from active 
service on the official staff of the Pennsyl- 
vania Railroad Company, on August 31, 1943, 
Mr. Fell has continued to give his full time 
and immeasurable talents to those public edu- 
cational, civic, and charitable institutions whose 
functions so clearly evidence the broad un- 
selfish principles of his daily living. His has 
een, is, and we know will long continue to 
be a life of unstinted service to others. 

“To him, our friend and fellow member, 
Frank J. Fell, Jr., we pay this lasting tribute!” 


Mr. Fell responded earnestly and graciously. 
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pena nothing like a letter to 
cheer your relatives and friends in 
the service. And nothing like V-Mail 
to get your letters overseas fast. Even 
the opening of V-Mail letters for pho- 
tographing is done with speed—up to 
500 a minute on our electric Letter 
Opener. 

The Letter Opener is but one ma- 
chine in our complete line of mail- 
handling equipment which, in busy 
wartime offices everywhere, is saving 
manpower, speeding production, and 
relieving overburdened post offices by 
expediting the flow of mail. 

When peacetime comes, speed will 
continue to be the watchword—in a 
new, faster-moving business world. 
And the postwar mailroom will be 
“the heart of every office’’—it will set 
the pace for other departments—keep 
things on the move right down the 
line. Plan now for your postwar mail- 





room with the aid of a ComMERCIAL 
Contro.s mailroom specialist. 

Our factories today are making .30 
caliber M-1 Carbines for the Armed 
Forces—after Victory, equipment for 
Complete Mailroom Service will again 
be in production. 


Metered Mail Systems . . . Postal and Parcel 
Post Scales .. . Letter Openers . . . Envelope 
Sealers . . . Multipost Stamp Affixers . . . 
Mailroom Equipment. (Many units available.) 
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: OF CONTROLS 
BALTIMORE CHICAGO HOUSTON 
Topic: LIABILITY INSURANCE Topic: RENEGOTIATION AND CAN- Topic: WAGE STABILIZATION 
“Public Liability Hazards and Insurance CELLATION The Houston Control met on November 23 


Coverages” was the subject for discussion at 
the December 8 dinner meeting of the Balti- 
more Control, at the Lord Baltimore Hotel. 
The speaker was Mr. James M. Bugbee of the 
Maryland Casualty Company, who has been 
active in this field for the past 15 years. Those 
in attendance were rewarded with a pertinent 
presentation and developed an increasing rec- 
ognition of the various hazards and the con- 
tingent liabilities which can develop. 


BRIDGEPORT 
Topic: PUBLIC OPINION POLLS 


The members of the Bridgeport Control at 
their meeting on December 17 at the Stam- 
ford Yacht Club enjoyed a double feature pro- 
gram including a Christmas Party as well as an 
address by Harold D. Reed, vice-president of 
Opinion Research Corporation, whose subject 
was “Public Opinion Polls as Applied to Busi- 
ness.” 


BOSTON 
JOINT MEETING 

The Boston Control of The Institute held 
a joint meeting with the Massachusetts So- 
ciety of Certified Public Accountants, and 
the Boston Chapter of the National Associa- 
tion of Cost Accountants, at the Hotel Ven- 
dome, on December 14, to hear Roy Blough, 
Director of Tax Research of the United States 
Treasury Department discuss ‘Current Corpo- 
rate Income Tax Problems.’’ Following Mr. 
Blough’s presentation, there was a discussion 
led by E. Ober Pride, C.P.A., and partner of 
Edwin L. Pride & Co., who is currently Presi- 
dent of the Massachusetts Society of Certified 
Public Accountants. 

On December 21, the Boston Control had its 
regular meeting at the Hotel Lenox and heard 
James H. Winter, Controller of Nashua Manu- 
facturing Company, Nashua Mills, Nashua, 
New Hampshire, discuss “Accounting for De- 
ferred Maintenance in Industry.’ Five new 
members were welcomed to the Control in De- 
cember. 


BUFFALO 
Topic: WAGE STABILIZATION 
For its monthly dinner meeting on Decem- 
ber 7, the Buffalo Control of The Institute 
heard a presentation covering the Federal Gov- 
ernment’s Wage and Salary Stabilization pro- 
gram. It was presented by Herbert L. Adams 
of Colonial Radio Corporation, Buffalo. The 
local Control also released to its members 
a full schedule of the meeting programs of 
the Control for the 1943-44 term. 


CHATTANOOGA 
Topic: EXPERIENCE RATING 


After a short business meeting, the mem- 
bers of the Chattanooga Control on December 
14, joined with the members of the Chatta- 
nooga Chapter of the Tennessee Society of 
Certified Public Accountants, in a discussion 
of “Experience Rating,” which was led by 
Dewey Dixon, C.P.A. This program supple- 
mented a previous session dealing with the 
same subject, at which Homer Hardy, C.P.A. 
had been the speaker. 


Informal discussions by members of the Con- 
trol on “Renegotiation and Cancellation of 
War Contracts’ constituted the program of 
the meeting held November 23 at the Union 
League Club. Members who discussed their 
experiences included R. D. Burnet, Zenith 
Radio Corporation; Thomas P. Carley, Reliance 
Manufacturing Company; Charles C. Jarchow, 
American Steel Foundries; C. E. Jarchow, In- 
ternational Harvester Company; M. Keck, 
Borg-Warner Corporation. Attendance was 
limited to members, but each member was per- 
mitted to bring one other person from his 
company. 


CLEVELAND 
Topic: POSTWAR PROBLEMS 


Russell Weisman, nationally known econ- 
omist, spoke on “Some Problems of Post-War 
Reconstruction including the National Debt,” 
at the regular monthly meeting of the Cleve- 
land Control of The Institute which was held 
on December 14, at the Hotel Cleveland. Mr. 
Weisman has addressed the Control on previ- 
ous Occasions, and is well known for his 
column in the Cleveland Plain Dealer. 


DAYTON 
Topic: FEDERAL TAXES 


Federal income and excess profits taxes were 
discussed at the Dayton Control’s meeting on 
December 16, in the Van Cleve Hotel, by 
W. H. Hunter of Wall, Cassel & Groneweg, 
Certified Public Accountants. W. H. Nicholas, 
Controller, Master Electric Company, led a 
discussion on specific tax problems after Mr. 
Hunter. concluded his presentation. 


DETROIT 
Topic: “PREWAR, POSTWAR FINANC- 
ING—INDIVIDUAL, COMPANY 
AND GOVERNMENT” 

Benjamin E. Young, vice-president Na- 
tional Bank of Detroit, spoke on ‘“Prewar, 
War and Postwar Financing—Individual, 
Company and Government’ at the regular 
monthly meeting of the Detroit Control on 
Tuesday evening, November 30, at the Hotel 
Statler. A brief informal discussion of the 
Wage and Salary Stabilization Law preceded 
dinner. 


DISTRICT OF COLUMBIA 
Topic: CURRENT TRENDS 


Dr. Elmer L. Kayser, Dean of University 
Students at George Washington University, 
presented an illuminating analysis of recent 
and current events in the course of his ad- 
dress “The World Today,” before the Decem- 
ber 14 dinner meeting of the District of 
Columbia Control at the Carlton Hotel. 


HARTFORD 
PROBLEMS SESSION 
For its December 9 meeting, the Hartford 
Control of The Institute scheduled an “In- 
formation Please’ type of program, at which 
members brought up many questions concern- 
ing controllership problems. Leaders of the dis- 
cussion who took turns on different subjects 
included Floyd A. Pearce, Charles F. Pendle- 
bury and Homer T. Huffield. 


at the Houston Club. The speaker of the eve- 
ning was Thomas M. Davis of Baker, Botts, 
Andrews & Wharton, attorneys. His topic 
was ‘Some of the Important Features of Wage 
Stabilization.” 


INDIANAPOLIS 
Topic: FEDERAL TAXES 
The annual tax meeting of the Indianapolis 
Control was held on December 29, and heard 
Charlton N. Carter, certified public account- 
ant of Indianapolis, who has previously ad- 
dressed the Control on the same subject. 
The next meeting of the group will be on 
January 26, 


KANSAS CITY 
VISIT BY MR. NAYLOR 
The Institute’s President, John C. Naylor, 
Vice-President and Controller, Pet Milk Com- 
pany, St. Louis, was guest of the Kansas City 
Control on the occasion of its December 6 
meeting, which featured a visit to the plant 
of the Pratt & Whitney Aircraft Corporation. 


LOS ANGELES 
CHRISTMAS PARTY 
A special Christmas Party preceded by re- 
freshments and including dinner and a pro- 
gtam of entertainment, under the direction 
of Fred H. Brown, vice-president of the Con- 
trol, was staged by the Los Angeles Con- 
trol at the Hotel Clark on December 9. Be- 
cause of the special nature of the occasion, 
the meeting was restricted to members only. 


LOUISVILLE 
MONTHLY MEETING 
The regular monthly meeting of the Louis- 
ville Control was held at the Pendennis Club 
on Wednesday, November 24. R. F. Grover, 
who has been connected with Lybrand, Ross 
Bros. & Montgomery, Accountants and Audi- 
tors, spoke at the meeting. 


MILWAUKEE 
Topic: CONTRACT RENEGOTIATION 


M. J. Sporrer, partner of Arthur Anderson 
and Company, Certified Public Accountants, 
was the speaker at the December 14 dinner 
meeting of the Milwaukee Control of The In- 
stitute, on the subject of War Contract Re- 
negotiation. Mr. Sporrer has specialized dur- 
ing the past two years on problems affecting 
war industries, including taxes, renegotiation 
and termination, and thus was able to bring 
out many interesting points in the presenta- 
tion of this subject. 


NEW YORK 
Topic: SALARY STABILIZATION 


The Treasury Department’s program of sal- 
ary stabilization was discussed at the Decem- 
ber 15 dinner meeting of the New York City 
Control in the Hotel New Yorker, by John G. 
Powers, of the law firm of Chadbourne, Hunt, 
Jaeckel & Brown. A graduate of Princeton 
University and Harvard Law School, Mr. 
Powers has spent much time with members 
of Salary Stabilization Units in Washington, 
Philadelphia and New York, since the incep- 
tion of salary stabilization a year ago, and 
consequently was able to present an interest- 
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ing discussion of this important subject. His 
a“ appears in this issue of THE CONTROL- 


othe Thursday luncheons of New York City 
Control members are being held in a private 
dining room on the third floor of the Columbia 
University Club, and many members regularly 
take advantage of this informal opportunity 
to meet with their fellow controllers. 


PHILADELPHIA 
Topic: POSTWAR PLANNING 


Forty-one members and sixteen guests at- 
tended the December 2 dinner meeting of 
the Philadelphia Control, at the Hotel War- 
wick, to hear Glenn Griswold, public relations 
executive, and former publisher of ‘‘Business 
Week,” discussed “Planning for Postwar.’’ 
In the course of his presentation, Mr. Gris- 
wold stated that the number one problem in 
the United States after the end of the war 
would be to find employment in peace-time 
industries for 56,000,000 people. He expressed 
optimism about postwar business prospects and 
pointed to the many new changes in activities 
and products which could be expected. His 
talk was followed by a discussion period. 

Another speaker on the program was Don- 
ald M. Hobart, Research Director of Curtis 
Publishing Company, who spoke briefly of the 
connection between the work being done by 
The Controllers Institute of America and by 
those active in research work throughout the 
country. 


PITTSBURGH 
Topic: CONTRACT TERMINATION 


The members of the Pittsburgh Control 
heard two speakers discuss Contract Termina- 
tion at their regular monthly meeting on No- 
vember 22, at the Fort Pitt Hotel. Colonel 
Robert C. Downie, United States Army Ord- 
nance, Pittsburgh District, spoke on “Prob- 
lems of Contract Termination, and Dundas 
Peacock, controller, Elliott Company, re- 
viewed the “Recommendation of Controllers 
Institute Committee on Contract Termination. 


SAN FRANCISCO 
Topic: WEST COAST PROSPECTS 


The regular monthly meeting of the San 
Francisco Control on November 18, at the 
St. Francis Hotel, heard an informal discus- 
sion of “Pacific Coast Industries Today with 
its Implications for the Future,’ by F. T. 
Letchfield, consulting engineer and assistant 
vice-president of Wells Fargo Bank and 
Union Trust Company. 

The annual Christmas party of the Control 
was held on December 16, at the Athens Club 
with a program of entertainment following 
dinner, under the direction of T. G. Gartrell, 
Assistant Secretary, General Metals Corpora- 
tion, as Master of Ceremonies. A door prize of 
war stamps and several other prizes were pre- 
sented to lucky members. 


SPRINGFIELD 
Topic: POSTWAR PLANNING 


How one individual company is consider- 
ing in advance its problems in the postwar 
period was analyzed at the December 14 din- 
ner meeting of the Springfield Control in the 
Sheraton Hotel by E. E. McConnell, Control- 
ler of the Norton Company, Worcester, who is 
president of the Boston Control of The Insti- 
tute. Mr. McConnell used his own company’s 
program as a basis for his discussion and dealt 
also with his experiences in variable budgets 
or factory operations. His presentation was 
followed by an active informal discussion of 
ee subjects related to war contract prob- 
ems. 
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ST. LOUIS 
Topic: “CONTRACT TERMINATION” 

L. W. Rowe, led the discussion on “Con- 
tract Termination” at the regular monthly 
meeting of the St. Louis Control on Mon- 
day, November 22, at the Missouri Athletic 
Club. J. M. Peterson and L. A. Smith also 
contributed information and suggestions. 

For its December 20 meeting the St. Louis 
Control scheduled an evening of good-fellow- 
ship which was held at the Anheuser-Busch 
Reception Room, through arrangements made 
by the Control’s president, James Roantree, 
General Controller, Anheuser-Busch, Inc. 


TOLEDO 
Topic: “ORGANIZATION MEETING” 
Four members of the Detroit Control of The 
Institute, guests at the dinner meeting of the 
newly- organized Toledo Control’ on Decem- 
ber 9, at the Hotel Secor, outlined for the 
Toledo members the benefits, both personal and 


295 Madison Avenue, 


IN PRINCIPAL CITIES 





New York 


professional, that have been developed through 
the means of The Controllers Institute. The 
guests included O. J. Gurwell, president of the 
Detroit Control; Alvin Kropf, secretary of the 
Control; George Schwarz, immediate past 
president of the Control; and John E. Hearst, 
of Detroit, who is a national director of The 


Institute. 
The meeting’s discussion topic was wage 
stabilization, with many interesting points 


brought out during the consideration of the 
subject. The next dinner meeting, on January 
13, will witness election of officers and direc- 
tors. 

The Toledo Control’s charter members in- 
clude: Clarence C. Bower, The Ransom & 
Randolph Company; Joseph V. Britt, Unitcast 
Corporation; Warren Case, La Salle & Koch 
Company; W. R. Feldtmann, Libbey-Owens- 
Ford Glass Company; James B. Fenner, Elec- 
tric Auto-Lite Company; Eugene P. Heiles, 
Surface Combustion Corporation; Edward J. 
Komarek, Kobacker Stores; Henry T. Ledbet- 
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ter, Toledo Edison Company; Percy H. Roper, 
The Landers Corporation; William F. Webb, 
Textileather Corporation; L. L. Hawk, The 
Aro Equipment Corporation, Bryan; J. C. 
Behringer, American Steel Package Company, 
Defiance; Franklin K. Zimmerman, Lynch 
Manufacturing Corporation, Defiance; H. C. 
King, The Ohio Oil Company, Findlay; G. W. 
Lishawa, Master Tire & Rubber Corporation, 
Findlay; F. S. Slick, The Ohio Oil Company, 
Findlay; E. L. Stewart, Sandusky Foundry & 
Machine Company, Sandusky. 


WESTERN MICHIGAN 
Topic: “ORGANIZATION MEETING” 


Organization of the Western Michigan Con- 
trol of The Institute was completed at a meet- 
ing on December 8, in the Peninsular Club 
in Grand Rapids, attended by fifteen members 
and guests. A discussion on war contract re- 
negotiation was led by A. C. Dykema, as- 
sistant manager of the local office of Ernst & 
Ernst. 

The following officers were elected to serve 
through June, 1944: President, M. E. Hard- 
aker, Wurzburg’s Dry Goods Company, Grand 
Rapids; Vice President, W. R. Hummel of 
Campbell, Wyant & Cannon Foundry Com- 
pany, Muskegon; Secretary and Treasurer, J. C. 
Grainger, McInerney Spring & Wire Company, 
Grand Rapids. Directors are G. D. Abbott of 
Muskegon Piston Ring Company, Sparta; and 
D. G. Knapp, The Upjohn Company, Kalama- 
zoo. Walter F. Winterhalter of Glove Knit- 
ting Works, Grand Rapids, was named pro- 
gram chairman. 

The Control’s charter members include, be- 
sides the above-named, the following: C. Les- 
ter Janes, Fremont Canning Company, Fre- 
mont; Eugene H. Glaettli, Hayes Manufactur- 
ing Company, Grand Rapids; C. G. Phelps, 
Wolverine Brass Works, Grand Rapids; P. 
Kromann, Holland-Racine Shoes, Inc., Holland; 
Gerald J. Lafferty, Sr., Sealed Power Corpora- 
tion, Muskegon; C. F. Spindler, Central Paper 
Company, Muskegon. 
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Chicago Control Marks 
Tenth Anniversary 


The Chicago Control of The Controllers In- 
stitute of America celebrated the tenth anni- 
versary of its founding at a dinner meeting 
held on Friday evening, December 17, in the 
Medinah Club, beginning at 6:30. John C. 
Naylor, national president of The Institute, 
who is vice-president and controller of the 
Pet Milk Company, St. Louis, attended and 
spoke on “The Wartime Challenge to Financial 
Management.” Arthur R. Tucker, managing 
director of The Institute, was also a guest 
of honor, 

The charter of the local organization was 
granted on November 22, 1933. A. J. Lansing, 
then controller of the Colgate-Palmolive-Peet 
Company, was the first president of the Chi- 
cago Control, serving until May, 1934, when 
he resigned and was replaced by Frank J. 
Ellis, controller of the William Wrigley Jr. 
Company. Mr. Ellis and Arthur E. Hall, for- 
mer controller and now circulation manager 
of the Chicago Daily News, who was elected 
secretary at the organization meeting, are still 
active in the membership. Frank L. King, who 
was chosen treasurer, was controller of the 
Continental Illinois National Bank & Trust 
Company at the time. He now is controller of 
The California Bank, Los Angeles; and re- 
mains an active member of The Institute. 

At the time the Chicago Control received 
its charter there were 20 members enrolled. 
The. membership now exceeds 230. Allen U. 
Hunt,. controller of the Jewel Tea Company, 
Barrington, is president of the local group, 
and the other officers now serving are as fol- 
lows: vice-president, A. D. Grote, general au- 
ditor of the Illinois Bell Telephone Company; 
secretary, Charles C. Looney, controller of the 
Harris Trust & Savings Bank; treasurer, Rob- 
ett D. Campbell, controller of Horder’s In- 
corporated. 

Mr. Grote was chairman of the program 
committee in charge of arrangements for the 
dinner, assisted by Raymond A. Pascoe, secre- 





39 BROADWAY 


Philadelphia - 





Depreciation and Depletion Studies 
Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 
Design and Construction 


Industrial Engineering 


Ford, Bacon & Davis 


dncorporated 


Engineer's 





Washington ~ 


NEW YORK, N. Y. 


Chicago 














tary and treasurer of the Whiting Corporation. 
The other members of the committee included: 
O. W. Ahl, controller of Hibbard, Spencer 
Bartlett & Co.; W. E. Davis, assistant gen- 
eral auditor of the Atchison, Topeka & Santa 
Fe Railway Co.; Martin Keagy, secretary and 
controller of the Crowe Name Plate & Manu- 
facturing Co.; Glenn Moore, assistant treas- 
urer of the Automatic Canteen Company of 
America, and Joseph R. Schultz, chief account. 
ant of the Socony-Vacuum Oil Company. 


Pittsburgh Celebrates Control's 
Tenth Anniversary 


Ten years of formal activity as the local 
organization of controllers and financial off- 
cers was marked on December 20, at a special 
anniversary dinner of the Pittsburgh Control 
of The Institute. Present in the Duquesne 
Club to commemorate the occasion were The 
Institute’s National President John C. Naylor, 
vice-president and comptroller, Pet Milk Com- 
pany, St. Louis, and its Managing Director, 
Arthur R. Tucker of New York, as well as a 
large and enthusiastic cross section of the local 
members and their guests. 

The toastmaster for the occasion was Wil- 
liam L. Naylor, president of the Pittsburgh 
Control. The speakers were Mr. Tucker, who 
reviewed the growth of the Pittsburgh Control 
since 1934, and Mr. Naylor whose subject was 
“Controllership Problems of Today, and Their 
Contribution to Business Leadership.”” A hand- 
some souvenir program, carrying the names of 
the members of the Control as well as pictures 
of past and present local and national officers, 
was distributed to those in attendance. 

The charter of the Pittsburgh organization 
was granted on January 4, 1934. George V. 
Lang, now treasurer of the United Engineer- 
ing & Foundry Company, was the first presi- 
dent of the Pittsburgh Control; Paul J. Urqu- 
hart, vice-president of the Aluminum Company 
of America, was vice-president; and John L. 
Glenn, then controller of the Pittsburgh Coal 
Company, was the first secretary. The treasurer, 
William E. Scheibler, who is auditor of the 
Union Trust Company of Pittsburgh, still holds 
that office, having served continuously since 
the Control was founded. 

At the time the Pittsburgh Control received 
its charter ‘there were 20 members enrolled. 
The membership now numbers 99. William 
L. Naylor, assistant comptroller of the Gulf 
Oil Corporation, is president of the local group, 
and the other officers now serving—in addi- 
tion to Mr. Scheibler—are: vice-president, 
Walter H. Dupka, controller and assistant sec- 
retary of the Jones & Laughlin Steel Corpora- 
tion; and secretary, J. Herbert Carson, con- 
troller and assistant treasurer of the Pittsburgh 
Coke & Iron Company. 

Mr. Carson was chairman of the program 
committee in charge of arrangements for the 
dinner. The other members of Mr. Carson’s 
committee included R. Earl Gray, assistant 
auditor of the Koppers United Company, and 
A. V. Murray, secretary and treasurer of the 
Scaife Company, Oakmont. 


Members Attend Tax Parley 


Members of The Institute’s Controls in 
New York State were invited by Rollin 
Browne, Commissioner of Taxation and Finance 
of the State of New York and President of 
the Tax Commission, to attend a conference on 
proposed changes in the New York corpora- 
tion franchise tax law, which was held in New 
York on December 16. A number of members 
of The Institute responded to the invitation 
and others arranged for the tax executives 0 
their firms to be in attendance. A report cover- 
ing the Tax Commission’s proposals has been 
developed for presentation to Governor Thomas 
E. Dewey. 








